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PREFACE 

• 

The object of this woik is to present in a concise 
and simpie form an account of the liritisii system of 
taxation and the principies on which it is based, 
blether with some of the ieading historicai facts in 
its evoiution. Taxation is a compiex subject, and one 
on which there is no perfect consensus of opinioa 
Though in practice it compeis the attention of evgry 
one in some di^ree, yet its principies are by no means 
universaiiy understood; famiiiarity with the concrete** 
facts does not impart principies of method, while the 
troubje of acquiring them is a barrier to many. One 
reason perhaps is that the subject has for the most 
part been discussed in general treatises on economics, 
or, when separately treated, has been handled with 
much elaboration and detail, so that few except 
economic students have followed up its intricacies ahd 
subtleties; the average citizen with little leisure has 
small acquaintance with the more learned and exhaus¬ 
tive analyses. 

There is room, and indeed need, for a brief and logical 
Statement of the bases of taxation and an exposition 
of the incidence of the tax,system of this country. No 
toidc has occupied more of public attention, jd recent 
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years) nor is any likely to exerdse > g.auer influence 
on the immediate future of the nation iif its application. 
It is desirable in the highest degree that all citizens 
should be able to think out the economic consequences 
of taxation for themselves; to this end some assistance, ‘ 
analytic and historic, is necessary. To satisfy t]ie 
need in a succinct form is the aim of this work; it 
offers no new theories, buttseeks to aid clear perception 
in i difficult and somewhat controversial field of 
enquiry. The task necessarily implies considerable 
condensation. It is hoped that the work will be found 
helpful, and that it may induce many readers to 
prosecute the enquiry in the larger classical writings 
on taxation, a list of which is supplied in the short 
bibliograpby at the end. 

j In this eighth edition the text has been revdsed 
so as to incorporate changes effected by recent legisla¬ 
tion, induding financial and statistical alterations, up 
to 1914. The changes in taxation, public debd and 
general finance, created by the War, are so exceptional 
that it is not desirable to discuss them in detail until 
a position of greater stability has been attained. 
Important additions to taxation and to debt as results 
of'tbe War are noted in the Appendix for information. 

It would be premature at present to discuss them in 
this volume. 
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PRINCIPLES AND METHODS 
OF TAXATION 

CHAPTER 1 

Tim GROUNDS AND NATURE OF PUBUC EXPENDITURE 

Taxes are a portion of private wraith, exacted from 
individuals by the State for the purpose of meeting 
the expenditure essential to carrying out the functions 
of government Taxation in some form is an invariable 
attribute of an organised political society, and, under 
whatever name it exists, it becomes sooner or later the 
principal means of raising revenue for public purposes; 
it is thus the cot relative to the services which govern¬ 
ment performs for the community. Acting under a 
natural impulse men organise themselves into political 
sdeietie^ for common safety and to secure the advan-' 
lages which arise from combination; only by such 
ur^ is the development of human powers possible or 
.progress in civilisation attainable. All organisation 
implies administration, and this involvra expenditure 
wblch' must be met by public income. 

/Economic sejxuation of functions tends to increase 
‘ the complexity of society, and the more advanced 
ibie'erggnintim, the more numerous become the clutks 
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, of ■ government, tlie more elaborate and costly its 
machinery, and the larger the common fund requisite 
to meet expenditure incurred for the common good. 

The investigation into the nature and principles of 
State expenditure and State revenue is called Peblic 
Finance—a science which invoboa considerations of 
both a political and an economic character. As in all 
other cases of organised knowledge empirical methods 
preceded theory, so societies had readied a fairly 
advanced st^e before a science of finance arose, and 
in practice public finance took many forms before 
principles were formulated or even sought out; the 
fiscal needs of earlier limes wcic met by measures of 
a more or less arbitrary kind determined by the form 
of government, the degree of knowledge, and the 
nature of the local drcumstances; only gradually and 
in the more progressive countries under settled govern¬ 
ment have sy.stcmadsed ideas as to principles of finance 
gained general acceptance. Modem highly developed 
communities profess to seek for guidance in matters 
relating to public expenditure from maxims of a 
scientific character, and to regulate their taxation in 
conformity with prindples which arc recognised as 
working out beneficially in the circumstances that 
' govern their economic and political existence, f 
• In England, from the sixteenth centuiy, economic 
enquiry began to take sdentific form, but rather as 
a series of problems of trade, currency, and finance, 
than an investigation into production and distribution. 
Towards the end of the eighteenth century, Adam 
Smith gave organic structure to economics gs "an, 
enquiry into the causes and nature of the wealth 
of nation^ induding an enquiry into loaiees 
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of revenue of the sovereign or commonwealth”;- a 
considerable section of this classic treatise b thus 
concerned with taxation and its effects. It is only, 
however, iij recent times that the systematised study 
of finance has come into prominence. Professor 
Bastable’s “Public‘Finance,” published in 1892, was 
the first exhaustive attempt in England to treat the 
subject as a sperific science, although in Germany 
much labour had already bcci? devoted to the enquiry. 

The present aim is to give an outline of the British 
system ot taxation with an examination of th-- principles 
on which it is based, and to describe the general 
incidence and economic results of the various forms 
of taxation, A preliminary survey of the nature of 
the public exoenditurc which constitutes the demand 
for public revenue will form an appropriate introductioii 
to this undertaking. 

It has been held, and from one point of view the 
doctrine is valid, that State expenditure should be 
determined in amount by State revenue, just as the 
income of a private individual should dictate the 
scale of his consumption; in national affairs, howevn, 
this process is generally reversed, and State income is 
largely determined by considerations as to necessary 
outlays measures involving public expenditure are often 
urgent, and are accepted as needful and unavoidable, 
and to meet these revenue has to be found. Recourse 
in such circumstances is sometimes made to loans—a 
fflbthq^ °P<^ fo ubuse, and now adopted so frequently, 
especially in local affairs, as to afford ground for serious 
eonsidpation; fcr debt implies merely deferred taxation 
.with interest In national pffairs the power to spend 
and the ,tieed for spending have to be considered 
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together; they interaet, and thus mutually determine the 
actual expenditure for which revenue cnust be provided. 

Taxes ate contributions from the national dividend; 
th^ most ultimately come out of the annual earnings 
of the nation. The private income of a nation is the 
index of the capacity of the people to fay taxes, eince 
it is the real source of public revenue. Labour and 
wealth employed productively by individualSjjj^te a 
fond which can be drawil upon; hence, as Acllv%nith 
urged, the imparlance of measures which remove 
restraints on production, and which tend to stimulate 
the enterprise of a people. 

Public expenditure can be roughly classed under two 
heads, impenal and loccd; the first concerns the com¬ 
munity as a whole, the second relates to matters which 
have a special local interest; the army and navy 
illustrate the former, sanitation and street lighting the 
latter. Many matters, however, have both an imperial 
and a local significance, and in these cases a judicious 
combination of central and local control is desirable; 
the British poor law and elementary education illustrate 
this blending of national and local interests. The 
State contributes largely to public education; local 
rates are also called upon for the same purpose, and 
{b local authorities have been delegated the dvdes of 
enforcing and administering the Education Acts. Poor' 
law relief, which was originally under local control,’, 
has, since 1834, been regulated by the Government, 
but the administration is local, and the expei;ditnr^' 
is governed by local circumstances, and fidb ma!ol;r' 
Upon local rates, though the Government alsQ,iai^'’ 
contributions from impenal taxation towards 
mepense, .. 



1.1 IMriiKlAL AND LOCAL CONTROL 

I 

During the growth and consolidation of the nation, 
twn tendencies iiave. been evolved as regards the 
functions of government, one making for centralisa¬ 
tion, and ^thc other for devolution. The former 
has stended to unification, simplicity, homogeneity of 
management, and cfionoiny; it has superseded diversity 
of authority and also of method in cases where unity 
was desirable. The other has made for the delega¬ 
tion of administration to local authorities where local 
interests were mainly concerned. Local government 
is in the latter case deemed the more eflicieul, since 
it can fully avail itself of local knowledge and super¬ 
vision, and can better deal with .s()ccial local circum¬ 
stances and wants, such as arise from a diversity of 
industrial and commercial conditions in which elasticity 
of method is desirable. Further, local government is 
educative; it fosters interest and calls forth locaf 
sentiment; it can utilise the detailed knowledge and 
the administrative capacity of a laiger number of the 
community, and it enlists the sympathy and activity 
of many who are able and willing to give their service 
and knowledge locally, but who would find no scope for 
their public zeal and social sentiment under a system 
of centralised administration. The State in such 
cases wtains some control over the local authorities, 
and can restrain their action, e^., in the sanctioning of 
loans for local expenditure; it also forms a court of 
appeal against extravagance or any abuse of power 
on thq part of local authorities. 

On the threshold of the subject two fundamental 
ptobleips present themselves, as regards both imperial 
and local expenditure: (i) what are the proper subfeos 
for such expenditure; (a) what are the methods by 
f *1 2 
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which funds are to be obtained, and, as a corollaiy to 
these, on what principles should taxalten be based. » 
The proper scope of State action is one .of the 
standing problems of (XjUtical philosophy. .Kistorieally 
the functions of the State have in practice fluetdate^ 
between two extremes, and their exact limits reftiain 
still indeterminate The one extreme view (socialistic) 
would comprise the whole domain of economic action; 
the other, commonly called laisser fain, would confine 
the indueiicc of government to the narrowest limits 
possible. The nomnd tendency in advanced countries 
has been towards free contract, but B-itli many State 
limitations and iigid.itions. 

Tor centuries in England the sovereign power exer¬ 
cised over the indivhln.d a customarj control which 
jsavoured of bondage in social and economic affairs; 
service and taxation had something of an arbitrary 
character; labour, industiy, and trade were fettered 
by nuuierous restraints, and pilitical freedom for the 
many had scarcely any existence. At length by 
sharp conflicts political freedom was acquired, and 
personal and economic liberty gradually followed. 
The rights of ircc contract, voluntary combination, and 
free-trading were, however, slow in attainment 
In the .scvenla-nth centuty the idea of State direc¬ 
tion and regulation was a leading principle in commerce, 
and it was embodied in what is now known as 
the mercantile s)-stem. A reaction look place in the 
eighteenth century under the teaching of the Physiocrats, 
and especially through the influence of the doctrine 
of "natural liberty” then advocated ^d applied to 
economic considerations. ,Adam Smith, the champion 
of economic freedom in Great Britain, howeyer, rather 
6 
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I 

attacked definite injurious restraints on economic 
libgty than advocated, a thorou{<:h laisserfairt system. 
He sets forth the politico-economic duties of govern¬ 
ment as threefold: (i) “ the protection of society from 
die tiolence and invasion of other independent societies ”; 
(2) the protection "as far as possible of every member 
of society from the injustii'e or oppression of every 
other mcmlier of it, or the duty of establishing an 
exact adniini.stration of justice(3) “the duty of 
erecting and maintaining those public institutions 
and tliose public works which, though they may be 
in the highest degree advantageous to a great society, 
are, however, of such a nature that the profit could 
never repay the expense to any individual or small 
number of individuals.” 

More recent classifications are little more than 
refinements u[ion and restatements of that of Adanl 
Smith. For example, J. S. Mill divided the funetions 
of government into “necessary" and “optional.” The 
first eomiiriscd security of life and property and defence 
against both foreign and domestic enemies, which 
practically coincide with the first two duties set forth 
by Adam Smith. The boundary of the optional field 
Mill admitted to be very elastic and undefined, and 
to bea determined in different circumstances by tlie 
principle of expediency; each case of State interferenoe 
must be justified on its merits as a public benefit, and 
as tlie best means of obtaining some end deemed 
desirable for the community. 

Later socialistic conceptions of the State led to the 
revival theaidea of paternal rule and a tendency 
to regard the State as the chief force in expanding 
and consolidating national life. The adoption pf this 
7 
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doctrine would obviously involve a very large increase 
in taxation. But the economic and industrial conditions 
of nations vary greatly; different circumstances and 
different stages of evolution call for various degrees of 
departure from the principle of non-interference, vfnich 
may be adopted as the normal principle. This remark 
is illustrated by the contrast between British rule in 
Great Britain and in India; many duties rnu.st be 
undertaken by the ruling power in India, which are 
accomplished by voluntary enterprise in Gic.it Britain. 
Similar devi.ations from the principle of free enterprise 
are observable under different civilisations, and under 
the diverse forms of distribution of political power in 
various countries. Among barbarous nations there is 
little organisation or combination, and no system of 
{axation except in the form of obedience and service 
to the chief. Under feudal government the various 
grades of society wore bound together by a sj’stcm of 
land tenure in which military service, labour dues or 
customary payments, were exacted from all classes in 
some form. In course of time with economic develop¬ 
ment service was commuted to money payment, and by 
degrees taxation in some more or less arbitrary form 
appeared; it was lung, howcv'cr, before it was reduced 
to definite principles and methods, 

' In the Middle Ages much public expenditure was 
incurred for purposes of war and religion; these called 
for both personal service and contributions of wealth. 
As commerce, trade, and industry increased, greater 
prominence was given to the economic aspects of 
society; problems relating to the functions ani^limits 
of State control and direction became more numerous; 
and while old restraints were being removed, new ffxms 
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of Sttte intervention were called into existence. Thus, • 
Combination Acts were repealed, while Factoiy, 
Mines, and Workshops Acts were passed. 

The utilitarian view of expediency .-is the decisive 
Vat of government regulation seems to iwrinit the 
indefinite application of ,“state intervention, provided 
it can be stiown that the general welfare can only thus 
be best attained; the onus.of proof, however, rests 
always with the advocates of new modes of interfer¬ 
ence, which require additional exiienditnic and make 
a demand for further taxation. Scientific knowledge, 
which has exteiuled hum.'ui powers over nature, has 
increased the v.iriety of operations and products, and 
has cre.atcd elalmrate iniluslries employing complex 
machinery. This evolution has nece,ssitateil fiesh 
regulations by the State, in order to prevent injury ta 
workers who arc liable to sulfer under the new industrial 
system. It has also become nccossaiy for the State 
to protect the public against abusc.s of power by 
special {ntere.sts and monopolies. Increased public 
expenditure is a le.sult; tliis is cxcmplifir-d in national 
outlay on police, cdutation, rt^ulations toucliing trade, 
railways, and stiipping, and inspection of many kinds, 
both national and municip.al. 

Tbe*determining principle in the case of both imperial 
and local cxpcndiluie is admittedly the supply of some 
service necessary or de.sirable, and able to be more 
efficiently provided by public action tlian by private 
enterprise. While there is scojie for much elasticity 
in the application of this principle, in determining 
the field of its* activities it is important that govern¬ 
ment, whether local or imperial, .should not restrain 
that indivdual freedom, which, ly foslcring;.mergy, 

9 
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enterprise, and invention, becomes the prime factor in 
all progress. On the other hand,' since progress 
depends also upon safely and knowledge, the State 
should secure th.it these conditions of nationfl develop¬ 
ment arc provided. * • 

Some kinds of public expenditure are called un- 
remunerative or non-productive, because they do not 
yield any apparent addition to material wealth; such 
expenditure may, however, be unavoidable, as in the 
examples of military defence and police, which are 
rendered necessary by the jealousies of other nations 
and the couddions of morality at home. The standing 
armies of Europe alone cost vast sums annually, apart 
from the indirect losses to industry arising from the 
withdr.iwal of able-bodied men from industrial employ¬ 
ment Viewed from the economic standpoint only, 
this expi-nditure would not be regarded as productive. 
Other cx[)unditurc is called productive or beneficial, 
becau.se it returns interest on capital, or affords some 
very obvious economic service; such exfienditure may 
be retjardiil as cajiital sunk in the common interest, 
and is exemplified by outlay on roads, harbours, docks, 
and ta iterworks. In these undertakings there is a 
tjmgihle or visible result, something which supplies a 
defmile economic good, or which yields a revenue. The 
term (iroductive is, however, incapable of clear definition^ 
on these tines; some expenditure is less obviously 
productive in its immediate results, but is not less 
economie in its ultimate effects; such is the expei^diture 
upon public education, which may increase the pro¬ 
ductive power of a nation in an incalculable .degree. 
Again, a war of defence may be necessary to preserve 
the vhr,y existence of an industrial people; Jts results 
' to 
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are an asset incapable of economic valuation, the service • 
eapnot be weighed against the cost. Much economic 
loss arises from defects in human nature; these must 
be reckonjd among the data of the problem, and they 
reiser employments such as those of tiie army, navy, 
and police, nea-ssary. 

It may be urged that ■. >mr economic advantages 
arc gained by military traiiiin", and it is admitted that 
the virtues of patriotism, courage, self-.sacrilice are 
called forth by war; but the net ctonomic outcome 
of militarism is waste, and tbosc same sirt.ies can be 
promoted and dis|ila)'td in olhei circuiu'tancca As 
regards the inventive |«)wer said to be stimulated by 
war, the same originality of genius could find a vent 
and more valuable emplojmcnt in peaceful pursuits 
which add to production, remove pain ease laUiu^ 
and promote comfort To tfae immediate taxation for 
war and preparation for defence must be added the 
debts incurred, which become a permanent burden 
on the industry of the nation. The conclusion is that 
while some degree of naval and military exiicnditnie 
is inevitable in the existing relations of nations owing 
to inherent defects in the character of men, it is to be 
deplored that this kind of expenditure tends to grojv 
with accelerating pace and to alisorb an ever increasing 
proportion of national revenue.’ 

Public expenditure is not restrained by tiic forces 
which control private expenditure; the d^ee of 

• 

* The milltery defences of the sjeat powers of Europe on e 
peace basis a»t tliose nations more than ^joo,oqo,ooo a year, and 
thisudormously increased by periodic outbreaks of war. Further 
increase of expenditure upon miltiary or naval equipment one 
power invaqably evokes rivalry amon^ others. * 

II 
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taxation is limited only by the estimate of its necessity 
and the capacity and willingness.of the people to l^ar 
it The Government must consider the effect of taxa¬ 
tion upon the industry of the people an(jl on their 
pourr to pay. Anything which encroaches upon tlirsc 
unduly indicts a double injury, inasmuch as it reduces 
the standard of living and threatens to sap the economic 
forces of the nation. 

Public expenditure, both national and local, is liable 
to sundry defects; in some cases the influence of 
private individuals procures outlay upon measures 
which are unproductive and do not really tend to 
public advantage; also the motives to economy in 
administration arc not so urgent as in a private business, 
for tliosc who direct public expenditure do not feel 
|he same responsibility as those who are dealing 
with their own capital, since they do not personally 
suffer the (lenalties of waste; lax-payers cannot .select 
all their employees or secure their full efBciency, nor 
can they readily change their metliods of expenditure 
when these are established, or effectively control the 
machinery when once it is set up. State production 
has also a tendency to check private enterprise; it 
weakens competition, establishes routine systems, and 
discourages the introduction of new and more eanomic 
ifiethods. The invigorating stimulus of competition 
and personal interest seems to be essential for progress. 

Private enterprise seeks to increase wealth as a 
source of profit, and its expenditure is regulatjsi by 
its income. In the case of the State the revenue 
demand is fixed by the amount of expenditure 
determined upon in advance, and thus arise oppor- 
tunitidk for extravagance; taxation may be called 
IS 
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' upon'to meet the outlay upon projects which are the 
fads of a party temporarily in office, or for the gratifica¬ 
tion of a popular sentiment which has not counted the 
ultimate cost of its demands. Taxation always reduces 
the" spending power of the tax-payer by the amount 
he contributes to the State; although expended by the 
Government in empIo}'ing labour in the performance 
of some necessary duty, it yet^reduces the consumption 
of commodities by those from whom the tax is taken, 
and to tliat extent their power of creating a demand for 
labour is contracted. In deciding upon an} extension 
of tlie functions of government it is necessary to balance 
the advantages of increased efficiency to be gained 
thereby against the effect of increased taxation upon 
the community. 

It will be .seen tliat by far the largest portion of 
public expenditure is occasioned by the necessity for 
national defence, and by those lawless propensities 
which entail an elaborate system for securing civil 
and criminal justice. Public outlay for these purposes 
is generally admitted to be unavoidable 
The maintenance of justice is an obvious duty of 
government; it is included under Adam Smith’s second 
^ class of public duties, its object being security of h'fe 
'■^and ptoperty at home, it involves a costly legal 
ihachineiy to secure the rights of individuals, including 
^'.expenditure on law courts, police, prisons, etc Suti 
h^h^ieaditure grows as the community expands its 
sohcemlng the duty of advancing humanitariai 
I'^hbA. Only a small portion of this outlay is recovered 
Renders'hgainst the law; practically the wfade 
criminal Illation and most of the cost 
machineiy fall upon the cotetmml^, 
u 
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Certain legal services are paid for in fees by those who 
beneht thereby, as in the case ef patfcnts; also deeds 
and documents of various Icitids are rendered 1^1 by 
the stamp duty or by llic fees for public v'gistration, 
but these aiTect only a very small section of Ibgrd 
exp' udit'ire. 

Security of projicrty is c'u>oiiti.il to prcMcrityj its ; 
absence is most adverse to wcalth-iirocfuctioa, and 
thus taxation inciiiieil in maintaining justice mudt.be 
rcgatrleJ as a price paid by a community to enable it 
to pursue its avocations with safely, and as a means 
of calling into cxistenc,’ a larger body of rveallh tlian 
would be created in its absence Similarly the 
cxiicndlture upon ircr-ions with criminal propensities is 
inevitable; we must cither Mifier from their predatory 
tendencies, or pay the cost of secluding them, and of 
turning by methods of discipline at their reformation 
and tlic diminution of their class. 

The relief of the [joor has l>ccn recognised as a State 
duty from the period of tire decline of the monastic 
system; its provision was found ineffective unless 
under organised public contiol, and it was made legal 
by the Poor Ijiw Act of lOoi. Experience has proved 
that some mctliods of relieving poverty only increase 
the evil; and wLile llu- principle has been adopted that 
the indigent, helpless, or|'I-,ancd, and insane cannot be 
allowed to perish from want, the problem of their 
support is one which can be solved only by some form 
of public provision. The neglect of this duty wpuld be 
both a public scandal and a social danger, hence it 
becomes nece.ssaty for the State to devise methods of 
a general character to provide some kind of public 
reliei^.ithe exercise of private charity is qot thereby 
u 
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superseded, and there is scope for wise co-ordination • 
that both systritfS of aid may work in harmony, so as 
to secure the maximum of good to the community. 
To pniviug relief for the midy without encouraging 
idleness, to help without pdupeiising and witliout 
unduly buidening llic iii.hi.'-trions, are aims as yet 
imperfectly leali-id by Sta: activity in this diiection. 
vThis reeogni.sed public duty i.', however, a source of 
heavy taxation. It is caiiad'out by tht joint action 
of central and local adininistiation ; the central govem- 
ipcnt initiates, regulates, and inspecu; tiie several 
localities levy the rates and administer the system; 
the object is to secuie tflltiency and also elasticity of 
method by adaptation to local conditions. 

Education, formerly left to the voluntary action of 
the bciicvulciit and religious instincts, has during the. 
nineteenth century come to be regarded as a national 
duty. Great Dritain expended upon Public eJirc,ation, 
in 1914, /ly.XO'j.ijO lioui imperial levcni'e. and from 
local taxiition ;^eS,oi'ly,<.^l 3 . The outlay is justified 
morally by its deterrent action upon viic and crime, 
economically by enlanciiig the prodiidive power of 
the nation, which dejieiids u[Km hs knowledge, .skill, 
and capacity. To secure this efliciciicy, compulsory 
attendance at school is necessary up to some point; 
compulsion entailed public aid, and this led to fred 
primary education. The economic argument for public 
expenditure upon secondary and technical education, 
researd' work, museums, ait galleries, libraries, etc., 
rests on the same principle of public utility; its tendency 
is to yifld resuhs profitable to the nation far beyond 
the cost, if only wisely Effected- Such outlay is 
r^arded as capital sunk for the future prognlss of 
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, the nation, and must be classed as a productive invest* 
ment Private munificence in rhe farm of endojv- 
meats is benefidal, but it is very inadequate in amount 
Education is a matter of public concern;,both the 
amount which should l)c expended upon It by ihe 
nation, and the best methods of expenditure are still 
matters of controversy: in airy case judicious expenditure 
on education is profitable to the public, but it maltes 
a heavy demand upon both the imiierial revenue and 
the local rates. A further argument for public educa¬ 
tional expenditure is based on moral grounds, and is 
analogous to that which is a main support of jxior-law 
relief, viz,, that it is unjust that those whom the accident 
of birth has placed in less advantageous condPtlons 
should suffer from the want of that equipmai^fchich 
can give them reasonable opportunitie.s of happiness; 
iO'other woids, it is contended that there should be 
approximate equality of opportunity. 

Other forms of public exjxinditure included in 
the optional group fall under Adam Smith's third 
category of works of public advantage,—lighthouses, 
harbours, roads, bridges, and in some cases railways, 
telegraphs, and the various means of transport and 
cqmmunication vital to economic well-being. These 
are classed as optional measures, because it is un* 
cirtain whether they would be adequately supplied by 
voluntary effort, or to what e.xtent public expenditure is 
necessary, and what form it should take. Where capital 
and energy are abundant, railways and other means of 
transport may be best supplied by private enterprise, 
the State controlling its direction, and tttaining„super- 
wsioD over its methods in the interests of public safety, 
(a otUer cases, where the economic resources of tte 

‘v rt 
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countiy are undeveloped, the Stale creates a gfeal 
utility by provilling 'the means of communication 
«nd transit. India, the lirilish Colonies, and other 
countries have demonstrated the remunerative character 
cT tliis kind of public ex|)cnditure. There is, however, 
always a danger of extravagance and misdirected 
expenditure in these und'’teikings; localities which 
will derive benefit thereby are apt to take exaggerated 
views of the public advantage to lie gained, and to press 
their claims for the outlay with little moderation when 
the risks of loss arc assumed by the public ex' hequer. 

Many other scivices are performed by tlie .State for 
purposes of general utility and convenience. Registra¬ 
tion of births, deaths, marriages, contracts, wills, etc, 
the collection of statistics of population, triidc, industry, 
health, etc, the control of the coinage and currency,, 
the fixing of standards of weights and measurement, 
are examples of services, some of w'hich would cither 
nut be pcrrnrnicd at all, or would be carried out with 
less efficiency if left to individual action. As will be 
seen later, direct aids to specific industries by protective 
tariffs, bounties, and subsidies, which have been, and 
are still widely r^arded as within the sphere of State 
activitj-, arc to be condemned, since their cflect is ^ 
yield profit only to a favoured few at much expense 
and loss to the communily, while restiicting that healthy 
competition which makes for progress and elliciency. 

The field for public action is thus seen to be exteasive 
and capable of indefinite expansion. Its limits are 
entirely determined by expediency; no absolute criterion 
can be.laid do#n, except that evidence and argument 
sbali in each case demonstrate advantage to the public 
interest, arid that the common gain is worth the*cost; 
and if it be decided that a new public departure is 
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desirable, an experiment should first be made on a 
small scale whenever tl)at is possible.- Certain guiding 
general principles can be stated: — public action 
should not tend in any dc;gree to stifle private enter¬ 
prise whenever thi.s would be cflcclive; the State should 
not enter upon undcitahiiigs of a .spmil.itive nature; 
in cases involving large outlay adc'|iiate proof of the 
need and benefit of such expemliluro should be forth¬ 
coming; the project should not benefit one class at 
the expense of otheis, but the economic advantage to 
society as a whole should be dfstinctly proved ; and all 
State undert.ikings sliould be of .such a kind as to be 
open to public observation and criticism, both in their 
financial eflecls and in their oixjrations. 

In Great llritairi the N.itional lixpenditure comes up 
for review by I’arliament annually iii “The Budget,” or 
national balance sheet. This is the statement submitted 
by the Chancellor of the Exchequer as Finance Minister, 
and as the mouthpiece of tire Cabinet, which is collec¬ 
tively responsible for the Budget, lie fir.st renders an 
account of tlie i>a.st year's income and expenditure, and 
then submits an estimate of the proposed expenditure 
for the coming year, and also the measures proposed for 
“ the supply ” of revenue. The ex[K;nditure falls under 
two heads: (t) Conselidated Fund Charges, which are 
the more permanent charges authorised by Parliament 
to be paid without annual renervnl of Parliamentary 
authority. These charges consist of interest, annuities, 
and the sinking fund of the public debt, the Civil list, 
expenses of Courts of Justice, etc., and .special pensions, 
(») Suffly Charges. These are voted annualjy, and 
consist of the expense of the Cisnl Services and collec¬ 
tion of revenue, and the cost of defence (army and. 
navy, e^) and education. For the preparation of the. 
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Budget the Treasury receives detailed estimates frbm 
the •various goverlinient dcpaitniciits. Mucli skill and 
experience are reijuired to forecast the revalue of the 
coming yeai; the estimalts must not be over-sanguine, 
n 8 r must the (vi-j.ibje ex|u'mliturv be under-rated. As 
a rule, grc.it acemuey is ati.finc .1 owing to the cumula¬ 
tive exiierience of the pnuM.ient fmaiirial officials. 

It is a salutary priiKiple of the DritWi Constitution 
that all |iro;)osals for i-xpeiidilurc must come from 
the Mini^lrj’. The House of Lords ilixis not deal with 
financual guesUons; after criticism by the House of 
Commons in Committee the expendituie and ])ro[)oscd 
taxation arc ildvriiiiuod by voles of the House. Since 
the lower House only can mtioducc money-bills the 
|x‘ople are sai.l to vole tliiur o.'.n taxes. The sums 
voted are appMpriated to definite expenditure, as set. 
forth in the estimates, and caimot be .ipplied to other 
purposes An elaborate sy.stcin of .adniini.strative control 
precludes any risk of misappropiiation. Tbc revenues 
as they are collected arc deposited at the Bank of 
England, whitli is the banker to tbc State. Payments 
are made by the li.iiik only in accordance with an Act 
of Parliament, and by orders from the Comptroller- 
: General and the Treasury. All accounts arc audited by 
a speciSl govcrninenl department, called the Exchequer 
and Audit De[)artmait, and finally a report is made' 
to the Parliamentary Committee of Public Accounts. 
Thus the authority for cx[jenditure and taxation 
emanates from Parliament, and the detailed state¬ 
ment of the accounts of the nation is rendered to 
Parliament aftef the close of the finandal year. A 
system similar in principle,* though differing gratly 
b detail, qbtains in other countries. 

The followmg Tables, taken from the Finance 
'9 
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Accoiitils, 1913-14. rjivc a siunnian' of the j^rass* national 
Revenue and KNpcndituiX’ f'l' lh.it yea/. * 
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CHArrER IE 

SOURCES OF IMIT.KIAL REVENUE, AND THEORIES 01 
TAXATION 

In primitive times the revenue of the sovereign was 
derived almost entirely from land, which was then the 
chief source of wealth. From the Norman Conquest 
to the middle of the sixteenth century the royal 
demesne, customs duties, and various direct taxe^ 
—aids, hcnevolenccs, poll-taxes, etc., were tire chief 
sources of revenue. But the hereditary e.state of the 
Crown was much wasted by extravagance and gilts 
of the rulers, especially under Henry VIII. and his 
son i and at a later period with the growth of popular 
rule, what remained passed under the administration 
of the State. In Great Britain State property has 
long ceased to provide any significant proportiqn 
of public revenue. But land and natural resources 
are still an important sonree of revenue in sonle 
countries; e^., Austria and Russia possess extensive 
public lands. In England, the United States, and the 
British Colonies most land has passed into private 
ownership, and only as a taxable form of wealth 
does supply revenue. The alienation of public 
land was advocated by Adam Smith and J. S. Mill 
on economic grounds; they held that the, public 
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administration of land was costly, and that private 
ownership led to more rapid development thro'i^h 
the motive of personal interest, iind they maintained 
that the prositcrity thus created wouid yic'd a larger 
source of public revenue than State owncrsliip.' It 
may be noted tliat this doctrine is illustiated in the 
practice of the S' lf-;;oVcmin'; colonies, and tlrnt Canada 
in particular has attracted emigrants and gained develop¬ 
ment by the offer of free grants of land to settlers. 

In India Ihree-eigiitlis of the net revenue is derived 
from the land. But the cireunistanccs of India are 
peculiar, inasmuch as the SLoeicign antiiority from 
time immemorial has claimed a sliare in the produce 
of the soil. The Government osvns and administers 
the land, letting it at a moderate rent, which is 
popularly, but loosely, denominated a land-tax. 

In some countries forests, mines, and other natural 
products yield a revenue to the State; some of these 
resources tend, however, to become exhausted in time, 
and are eiicroachid u|x)n with the growth of popula¬ 
tion. Gel many .still obtains a large revenue from 
fi.>re.sts, as also docs British India; and the island of 
Formosa gives Jajian a revenue derived from the govern¬ 
ment monopoly of a natural product, the camphor tree. 
In many countries the goveinmcnt controls ‘certain 
industries fur the purposes of revenue. The veiy con¬ 
siderable lob.irro industry in France is an example 
of a State mono[)oly maintained for revenue. The 
system, though it produces a revenue to the State, 
cannot be considered economic; it is generally held 
that the State manufactured article is' inferior to that 
which is produced under free enterprise, and the 
indusLy is open to all the defects that were mentioned 
aa 
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!is to ''.Dvcrnmunt piculufti'nii. In IndiAthu ^ 

lirilisli (jrncniidi.’nL JoriiK'jly pn^sussiil .i somcvvlinl 
cxccptiiiii.il mniMiuily ol the opium from iihicb 
it r.''i.cil ,1 lull;..' icvciuic. On m.ir.il f^immils tlic 
W,ufl‘ ii.i'. dis( in lo'j" .ind cc.Lscd allojjcthcr 

111 1915. Till' riiM.ui ‘ini’Mini. 'Ill owns mid mii- 
iliKls ii'i mihi...,' at <1 1 .nfit, tli.iin;li the motive in 
tliis c,!'.. IS not puiily liiKinri.d. In (irc.it I'nil.iin 
till .inlj St.ito miinip.ily yariliiij; inumic is the J'ost 
Om.c, i'llIiiditi;; tclc’.r.ipiis .md (■ hpluincs, fiom which 
a iii't rcviimc nl almut i'li/i 0,000 is i.ht.iini 

nii.;;i...s iiiiti.iiiiil icuniie of the United Kingdom 
(cxclii'liii;; that linked for local piirpn.c'.) .iiin.iinted 
fur the year lyij-i.) to /i9;..|y’."'"'I Of this sum 
.'15 pel cent, vas i.iiseil by lax.iliiiii; ,^71,0110,000 on 

coininoditiV'-, /■ 17,100,01.0 fiiiin incume .iiid iimpcrty 
tax, ;^'.’7,i>K-'.oiji) fiom rc.ilised wealth pas^iny at 
death, ,<e;,i/); 1,000 fmm duties on trans,uti.ins, ami 
,{,2,000,000 from t.ixcs on occupied houses and busincsi 
preini.se.s. 

The Biitiih fiscal sy.stem is tlie outcome of a lonj 
evolutionary process, durinj; which taxation has become 
almost the only source of revenue: m.iny e.iilier methods 
of raising revenue h.ive Ivcorae unrcmuiieiative, and 
some 4iave lapsed because unsu't.able to the political - 
ideas and aims of a self-goi cmiiig people. The control 
and admiiii.lration of public finance are now among 
the most important functions of the House of Communs. 
Taxation no longer takes the form of a customary service 
or an arbitrary exaction by a superior authority, but 
is determined "by popular will and sentiment, and it 
professes to conform to certain principles of justice 
and productiveness. It is compulsory in that itsexacts 
»3 
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contributions from private income for public purposes. 
The legislature lUltmiines its> natifre and amount, 
provides the machinery for its cniUction, ami enfoircs 
tile fiaymcnt. The system has Ijctii evolved gradually 
under the iniliieinc of |X']iti<<d and eHiiioiiiic ideas. 
The aim is to seriire that all ritizens eoninhutc in pro- 
p<jrtion to their mean-., with no undue |)ie.ssurc. From 
the nature of the circumstanees many inei|ua1itios mii.st 
arise; neither .absolute'equity nor ireri'ect economic 
working can be as-.ured, and the pr..blcm of the best 
sy.stcm will lern.iin an abstract question so long as 
societies and conditions arc liidilc to change. 

Self-taxation by volunt.iry subscription has been put 
forth as the idial systi m. Utopian as tills notion is, 
something of the kind foiineily e.visted in several small 
city states; Hamburg, Zurich, and lla.sle at one period 
derived most of their revenue fioin the voluntary .self- 
asse.s.sment of their citizens. Its success rested on a 
species of republican patiiutism, much to be admired, 
which found .scope, however, in a very limited area, and 
was of a civic rather ttian a national char<icter. It is to 
be feared that this sj-stem, still occiisionally advocated, 
would form a very doubtful .source of State revenue, and 
would yield a very unreliable budget in the circum¬ 
stances of any modern State. 

■ A theory of taxation, at one time prevalent, held that 
taxes were the equivalent given by citizens for the 
benefibs tlicy derived individu.'illy from the State. This 
doctrine, sometimes sjiuken of as the “Social Dividend” 
or "Quidpro quo" theory, docs not offer a satisfactory 
basis for imperial taxation. The idea pfobably arose in 
those early times when personal service was exacted 
from ev^ tenant by his over-lord. With commutation 
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of service, the notioii U'camc associated with money- 
pajinients. In cwursc-.of time the stnereijjn came tn 
be ie;;aicled as the source of aulhoiity and iijcht, and 
to be entitjed to taNix- fit the piotectron and security 
(sanferrcsl under his inle; piivileiti-s and nioi o|nlicS| 
derived fiom tlie >.iftie son le.coidiim. d the imj'ies,iiin ; 
and down to c.im|).ti.iti'iel', recent tiniei, the |>ayinent 
of taxes was int> i|'rete(.l as a isivment, iiioie oi li‘ss just, 
for personal adiant i/.c-s tonfernd by the j'.overniiiniit. 

In his “Ks[iiit des Inns" Wonlesqiiieu I'cs down 
the diictiinc that “the reveunes of Uic y.n consist 
of the poiticms wliicti eacti citi/.in j'.itcs oi his foitiinc, 
in Older to enjoy .semiely tin test.” This view 
appaicntly 'dves expiession to the ijuiif pro quo 
theoiy ol t"„it).in. Tlie doctrine, howeMji, scenis to 
itrnore the inost impoilant and really liindiiincntal 
advantages which follow iqion tlie evolution of a society, 
viz., the unity and soliciaiity of its cooperative 
organisation; and it overlool.s the fact that the 
services of the State are wholly incap.iblc of exact 
measurement and apportionment to individuals. If 
the Slate merely olTercd to e.nh individual security 
of life and property in exchange for taxes the weak 
as requiring greater protection s'.iould [xiy m'jre than 
the stvong, and those most able to p,ay might contiibule 
least Obviously this view will nut bear criticism; 
contribution to public expenditure is not a purchase 
or exchange, but a response to a national dem.arid on 
account of a common goo l; its rruson d'/lle is that 
it conlers collective advantages which cannot be stated 
in quantitative* terms, and which are m t meted out 
to individuals; the Irencfit^arising from the solidarity 
of societjr is incalculable, the expenditure is ^neral, 
n 
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and the icvcuuc is a j^unt ncco‘-»ity which iimst be 
sub'CrilKtl to by individual citiwms, n«^t for their share 
as sucli, ])Ut for tollectise I»cneiit*. di‘ri\'cd fnmj their 
common exKbna* a a .St.di* Only a vci.»;sin:iil |)art 
of public rrvonu" 'U"l tvlc'^raph char';<*‘./and 

some fees in the I -jums of lu^iitv, etc. -»:• na ei|u\ dent 
for sjx’tial .-ervi. ■ >•:. I'ublu wauts and nuniuon benefiLs 
arc the t^roeno- »)i t.ix'itu n; whuu' It f'llims tli.^t 
ni>cla%‘‘ shoiiKi Ik* extmjued fn-in t..\. :io‘i; .dl iUii\e 
:.oniead\anl.i^^esfr''m ihccoininonweahn, and all •■h'*ulcl 
shun* in both the dui’-s an«l n sp'tns:lrililit*'< of citi^eii 
shi)), .ucording lu thtor cupuuly. 

Adam Smith and Ricardo discussed tlie iotideiKc 
of tuNcs as f.dlin;^ upon wapes, profits, and u-jn. Siiirc 
these constitute the national ''i\idend, ami arc tlio 
only elements in hicniije, a tax or. incMiue must fall 
‘upon one or I'lher of tlicin; but the emjuiry, tlmu^ih 
valuab'e for di .'do'.inj; the effects of .s|H.*cidl taxatirm 
on thcM‘ ffums of income, does not afford a vulu.tblc 
classification of taxes. Many incomes, morctwer, are 
comf^rsed partly of waffe*? ami partly of profits or 
lent; indeed, cct-nooiic analysis yhuws tliat in most 
incomes from skill, the tlircc arc inseparably inter- 
nnii^h'd; rent oi ability and intaest on capital, sunk 
either in the individual or in liis Inslruincnw, arc 
included in the rcwaid of skilled lalHiur. In the 
ex^K'iidiluie ujxm tixeJ tea, tobacco, rrr wine of a 
professional man, it viuuld fni impossible to say 
whcllrcr the duty fell upon wayes, profits, or rent; it 
is sufficient that it is p.iid out of his total income. 

Taxalhrn is sometimes represented as^^'a "oodjnvest- 
ment, and one that returns interest to the community," 
This statement cannot be accepted simply as a general 
76 
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truth;-It requires careful interpretation, otherwise it 
might constitute ^ daiigrrous encouragement to extra¬ 
vagance, and lead to a ruinous degree of taxation. The 
coiiililien of 1''-g>’pt under Ismail I’asha, and that of 
Great llrlain in the early part of the nineteenth ccntuiy, 
notwithstanding the counteracting infltienres of the 
new indu.slrial developmcr'-. alTord .startling evidence 
of the disastrous eflects of cxce'.sive tax.ition.' All 
ta.xes arc deductions from flic spending power of 
indiviiiuali, and therefore ftoin their demand for 
proiliicts of industiy: they thu.s diniinisl. voluntary 
con-imiption and ]irodiirtion. -Since tavation dims 
not create wealtli hut only diverts it into the ha,ids 
of government, it cannot be justified exeejit by its 
expesliency, or-d it is only a good investment when 
its objects are clearly lieneRcial to the cnnimnnity, 
and when the ta.ve.s arc lai-. d by methods which are 
just and economic. Hurdensuine and unju.st taxation 
reducc-s the productive cajiacily of a nation, and can 
only tend to its exhausth.n. A nation dots not 
become prosperous in jirojnrtion to the amount of 
its taxation, but it i.s able to Ixsir heavy taxation 
with less suffering svhen it is prosperou.s and wealthy. 
The drain of the South Afiiean War upon liritiiih 
financ* is an example of this fart; and the com¬ 
parative ease witii which this burden has been borne 
is strong testimony to the previous prosiicrity of the 
country. 

It hp been urged that an increase of taxation may 

* Jevons, “Tlie Match Tax.” We may start with the concession 
that every tax is bad, but as we must have revenue, tbc question 
really takes the form whether one tax is b-td coiupaied with otiicn 
existing or gropused 
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lead to a larf^ prodnetion of wealth by stiroulat- 
ing industr)' and calling forth additibnal effort; thus 
increased thrift and toil, it is aigiied, will create a new 
-Store of wealth which will compen.-iale the. Ux-payers 
for the amount extracted by taxation. This contention 
has a very partial a|>]<licatiun, and, indeed, is .somewhat 
sophistical; it is more probalJe that the tendency would 
be to cru.sh cnterpii.se, to paralyse elT. irt, anti to reduce 
consumption, Hopefuli i s.s and the luospcct of the 
assured enjoyment of the fruits of industry form a 
stronger stimulus to effort than augmented taxation, 
and it is only in so far as it extends these favourable 
conditions that taxation can be an incentive to industry. 

The leading maxim of taxation in Great Hritain 
during the hist "o years has been that “ taxes should 
be imposed for revenue only.” Taxation, however, is 
often advocated as an instrument for other purposes, 
and e.specially for tlie protection and fostering of 
native industries. Here the avowed object is the im¬ 
position of duties upon imports, not for the purpose of 
realising a revenue from the admission of the foreign 
articles, but with the aim of excluding them from the 
country and thereby giving a preference to home 
products, which are at some economic disadvantage 
— greater cost of production or inferior quaii'iy—in 
comparison with the foreign article. The economic 
results of this system, which is widely prevalent in 
foreign countries, are that the industries protected 1^ 
the tariffr are maintained only by the exclusion of 
foreign competition, and the loss involved in the 
higher cost of production falls upon c&nsumers in the 
form of higher prices; there is also a corresponding 
diminution in the production of other goods, articles 
afi 
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of export, which in the .ilf,cnce of tariff woulil have 
boon iirorhicctl ;& a means of pureliiisinj; from abroail 
the giX'd.s cxcliulcd under Ih'- tariff. One trade is 
enco.irageii in fact, at thr r-vjiensc of otlier::; there 
is a diviTsion of industry l■.•snl^ill'; in ecnnoinic lo.ss. 
The tax.itii'ii takr.s the f nin of more e;:pi'nsive toin- 
moditie'., .ind yield, 'itilo nothin;' to tlie State. It 
is a Lontmilii tion in ti ims to .s.iv that a t.ix can he 
both piotective and reeenui -Jield n"; in so far as it 
does tile one it e .i bid' s the otiier. 

This system ef t.i\alion was ]»! a ti'-alle abolLsbed 
in tiieat It;i'ant afiei tile K-p.'ai ot die t’orn laiws 
in 1S40, tlioa;i,li it iva.t not entirely illinin.iled from 
the Kiiti.'ili sy.stein iintd iXtici Sti'.ii.4 attempts liave 
recently Ixn.' in,id'; to re establisli protertive taxation 
on varioii', protinds, not, however, wholly con-sisb-nt 
with one another. Tor esunple, it is proposed (l] to* 
give a po fin ore to lolonial pniduits by imposing 
heavy duties on fo.eign pnxluce, with the object of 
diverting our foieign tiade to the Colonies, and ulti¬ 
mately .''■curing a Si If jiilli'. ing British Knipirc. It is 
al.so pnipo-ed (2) to exclude foiei;pi pioducts by 
means of a tariff in Older to eneoieage home industries. 
And, a;',ain, it i.s piopo'.e'l ft] to phue retdiatory duties 
upon imports from other countries in order to compel' 
those nations to ledure llieii tari.'Ts on britiish goods, 
and thus iiteiea'.e Jiiilish trade with tiiose countries. 
These argunii nts may .severally appeal to different 
classK, but it is logically imixissiliie for all three 
objects to be attained by any sy.stem of tariffs, while 
it is equally ccTtain that the re-imposition of protective 
duties would be the cause,of great economic loss to 
Great Britain. 
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Governments have often attempted by means of 
"Sumptuary Laws" to regulate coniumption, and to 
place a chock upon extrav.'^ance and luxurious ex¬ 
penditure, which were thought to threaten the phy^sical 
stamina of the nation or to weaken its mural fibib. 
Taxation of luxuries has also been advocated with a 
like moral aim. The drink duties nxeive much support 
on this ground, and many total abstainers would like 
to see these duties increased to sue h a dt^ree as entirely 
to repress the diink trafiic; tliey ,trgue that the increase 
in wealth which would follow upon total abstinence, 
together witii the reduction in the co.st of the crime 
and pau{ierisin which are the consequences of dripjt, 
would more than compensate for the loss of revenue at 
jrresent obtained from the taxes upon drink. Social 
and moral purposes undoubtedly fill a large space 
among the cau.ses of expenditure which determine 
taxation; both education and poor rates, and the outlay 
on prisons and reformatories exemplify this fact But 
the employment of ta.xation as a deliberate instrument 
for the rcpte.ssion of a kind of consumption liable to 
abuse would introduce a principle capable of wide 
application, and one which would dash with the 
primary and essential object of taxation; at the same 
time, in the selection of commodities for taxatibn the 
secondary purpose may well be kept in view; 
luxuries like beer and tobacco form fitter subjects for 
taxation than bread, which is a necessary of life. 

Again, socialists seek to employ taxation as an 
instrument for modifying the existing sodal system, 
especially with the view of securing' a mote equal 
distribution of wealtli, and they would impose heavy, 
duriek upon the wealthier dasses so as to appropristte 
V 
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the greater part of their wealth. The econoinic eSect 
of vich taxation* would be, however, to destroy the 
incentives to industiy and saving, and the growth of 
capital woulrl suffer. The advocates of such measures 
foigA that wealth is constantly being consumed and 
re-created, and thal to imptur the motives for its 
reproduction must check puduction and entail wide¬ 
spread poverty. 

Accepting, then, the doctrine "that the object of taxa¬ 
tion is revenue only, we require sonic principles which 
should govern the method or inqxisition o' taxation. 
The primary principle is that of equity, or political 
justice, which is embodied in Adam Smith’s first rule 
that ''every one should pay in proportion to his ability." 
A difliculty at once arises in the interpretation of the 
phrase “ability to pay,” or of those terms, “power,” 
“faculty,”“equality of sacrifice,” which have bera used 
as its equivalents. When sacrifice meant military 
service or personal labour, this “equality,” or contribu¬ 
tion according to ability was more nearly attainable, 
for each then gave of his time, strength, and skill 
Military conscription in modem times makes a some¬ 
what Milar demand—each citizen soldier give service; 
but, apart from economic objections to conscrip; 
tion, ^ State demands cannot be met tty military 
service; the needs of modern civilisation require* 
revenue. The difficulty of imposing equal sacrifice 
is increased-under the very complex organisation of 
modan industrial and commercial communities, since 
values and charges must be expressed in a common 
standard; “ abilify to pay ’ has therefore to be translated 
Jtlto terms of money, and taxation must be devised so 
JU to fall ra Individuals according to their peqiihiaty 

■; f' 1 *■ • 
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capacity. As will be seen later, equity, or social justice, 
can only be approximately secured, and it can be 
attained most nearly by a composite system of taxa¬ 
tion which touches various interests directly or in¬ 
directly. 

The explanation of modem systems of taxation 
must take account of their historic evolution; many 
parts of the Itritish q'Stcm can only be understood 
when tliey arc seen to be the modem equivalents of 
earlier modes of taxation, which have been transformed 
by the altered conditions. At the same time, under the 
influence of guiding principles, new forms of taxation 
have taken a place as factors in an aggregate which 
on the whole approximates fairly to a realisation of 
the maxim of political justice. The recognition that 
modem taxation is the outcome of a gradual evolution, 
and that the existing systems in diflerent countries 
are survivals of much older systems, modified by new 
circumstances, by economic knowledge, and by political 
ideas, serves to explain the diversity of systems in those 
countries. 

The nature of the taxation adopted by a country 
affects it both economically and socially; and con¬ 
versely the prevailing conditions and ideas—economic, 
social, and political—must largely determine the forms 
of taxation which a country will adopt 

Note.—k hcaTy clutv imposed on spirits for revenue io 190 % 
reduced coi^umption and yield; it 'Kas then defended m the 
grounds that it tended to promote temperance^ 

From Taxation funds were provided to find work^flcff die 
onemptoyed. llie economic effect is a diversion of capital fironi 
jM^vate to public hands; employment by theformer is {mibably 
thereby reduced to enable the latter to give employment in a 
manner much less efficient Tbe defence is in the i^cncy and 
necessity of the problem. A more economic solution may he 
found i^b the revision of the Poor Iaw, 
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A WEi.L-OknEUED system of taxation slio.ild satisfy 
certain fundamental tests—the principles of justice, 
productiveness, economy, ami simplicity. It should 
distribute the burden fairly, each tax .should yidd 
revenue without waste or needless cost, and the system 
should be .such that the contributors should know 
approximately what they are paying. Can this com¬ 
prehensive aim be better attained by a single tax or 
by a multiple (composite) system, consisting of an 
aggregate of taxes? A single tax is chieily recom¬ 
mended by its simplicity. It has been advocated in 
the form of an income-tax, and also (by those who 
have regarded land as the sole source of wealth) ai 
a tax upon land. 

The’belief in the justice of a single tax upon land 
was vety prevalent in France in the middle of the 
'eighteenth century. The Physiocrats, the economists 
of' the day, thought they hari discovered in the impbt 
method of taxation which had its warrant in 
- wound economic principles They assumed that agri- 
.tnltore in all dkses yielded a ntt froduit or surphts, 
':wbicb did not accrue in any other form of industry, 
a rmrpllaiy of their doctrine they held that all 
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taxation should bl! upon the rent of land. They did 
not perceive that a Iat]p; part of a|ticultuial pr^uoe 
barely repays the cost of its production, and that the 
' land from which it is obtained consequently yields 
no rent. Agricultural rent could not in modem con¬ 
ditions realise sufliciciit to be midc the sole basis of 
taxation, and it could in no sense satisfy the canon of 
equity. Kcoaumic analysis has shown that rent is 
an clement which arises in both profits jfljjjkages. 
Further, very lai^e incomes are derived'^amode^ 
times from commerce and manufactures, which"*^ 
single tax on land would leave free, while the res# 
of agricultural hand in many instances represents little 
beyond (he intcicst on capital expended in rendering 
it productive and accessible. Rent, as explained by 
more recent investigation, is not the unique or simple 
agricultural phenomenon that the I’hy.siocrats imagined. 
The single tax upon land, as advocated by Heniy 
George and otliers, is not really a revenue system 
conforming to canons of taxation, but a scheme for 
land nationalisation through the appropriation of rents; 
it is therefore more properly discussed elsewhere in 
that connection. 

Neither could the income-tax form a practical bas!^ 
for raising revenue by a “single tax." It would be found 
impossible to reduce the idea to a working scheme i ^ 
poorer classes would not be able to meet the demandi 
. of sudi a direct tax at all, and to others the payihehi: 
of the whole of their taxation in the form of a sii^ 
direct tax would be most difficult, perhaps evea im¬ 
possible, while the attempt would lea^to great hfiinoj^ 
ance, evasion, and probably resistance; tlte : 
riinpiicify of a single tax on incooiei b veiy {hr i 
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a KGaroy. Agatln, a lingle income-tax, if {t could-be 
adopted, would hhve no elasticity, and could not, like 
.< a group (tf taxes, be readily adapted to a change of. 
drcmnstances; the tax would also by its very nature 
be obnoxious from its oblrusiveness, and no gradua¬ 
tion or manipulation could render it equitable. !n a 
complex and highly organised society, incomes are 
derived from many and various sources, and it is oniy 
by means of a composite .system of taxation that 
different classes and various means of ability to [ay 
can be reached, or that any approximatioi, to equity 
can be secured. 

Equally unscientific and uneconomic is the maxim 
of Arthur Young, advanced in opposition to the iiupil 
unique, that ''a good system of taxation is on* that 
bears lightly on an infinite number of points, heatdly 
' on none." There is a suggestion of a species of dissi-' 
pation of the tax or of uncoasciousness of its burden 
in this theory which gives it acceptance; it is, however, 
rery fallacious. Such a system must impose a varied 
i'of duties upon income, expenditure, property, means 
of communication and transfer, in fact, no kind of 
economic operation would be free; the result would . 

' be ,an elaborate and intricate system which would 
i^laCe bumerous impediments on production and trad^ ! 
■ Had eau.se waste, uncertainty, and great inequalilyd ' 
:Jhe elaborate scheme of taxation in Great Britan ' 
-ybleb prevailed from the beginning of the French war.' 

Principles of Economics." If we have w^/no tar , 
? >e lrp iV5snre Is sure to be uncertain and irregular. If we have a ' 
• pta number of steal! taxes, the interference with freedom, the. ' 
^tbiSfUxity of legislation and the cost of coUection become great^j; 
iritb the reveoue raised.* The desideratum Is A lisHted 
each of iriiich will return a good roomi s^ ', ^ 
S5 
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until nearly the middle of the nineteenth century, 
illustrates the effects of presrure at many points. 
The burden oppressed all classes, and especially the 
poorest consumers. A large part of the taxation was 
unproductive, while it was disastrous in its clfects 
on production, and ruinous in its exactions from every 
necessary of life. 

Sir George Comcwall Lewis formulated the maxim 
that "the aim of finance is to raise the largest sum 
of money with the least trouble.” This m.axim enforces 
the two cardinal jroints in tax.ation — prodnctivencss 
and economy—but fails to supply the means for their 
application to practice. If the “trouble” relates only 
to the government, it m.ay work out unjustly to the 
tax-payer; if it be considered with reference to the 
tax-payer, its economic effects upon the n.ation may be 
unsatisfactory. Guidance is required as to the method 
by which it shall be carried out The maxim is too 
abstract, and not much more exact than the definition 
of the French Mini.ster Colbert that “the art of taxation 
is the art of plucking the goose so as to get the largest 
passible amount of feathers with the least possible 
squealing.” 

The terms dired and indirect applied to taxes have 
reference to their ultimate incidence or burden, r 
' Direct taxation implies that a tax is not shifted or 
transferred, but is levied at once upon the individual 
who is intended to bear the burden; the income-tax. 
affords the most obvious illustration of direct taxation. 
The deiith duties, the land-tax, and licences for carriages, 
d<^s, guns, and servants are other examples. Direct 
taxation is advocated as tjringing effectively before the 
payers the burdensome character of taxation, thereby. 



m.J DIRECT AND INDIRECT TAXES 

helping them to understand their interest as citizens 
in the economic *conduct of the State. liut there are 
practical dilTirultics in the application of a system 
composed <jf direct tii.x'C.s onl}’; also the advantage of 
nlaknig the payer painfully aw.ire ol his burden is 
disputed by -S’'me, *ho hold that on the contrary it is 
de.sirable to make taxation i:. little obvious as possible 
in order to avoid deioiili-ut, re.iist nice, and evasion. 

huhrtct hues .ire duties on geods, oi taxes on services 
and actions, which aie shifted or passed on to others. 
Thus dull' • oil imported or home-made • unmodities 
ultimately imiea-a- the tost of these articles to the 
coiisiinicrs Indirect taxes have the advantage of being 
less obtrusive, they arc .somewhat obscured in the 
mode of co!'' cllon, and so evoke less <>p])osition than 
direct taxes; they are also p.aid in small amounts, and 
arc therefore less onerous. Indirect taxation can also' 
be arranged to touch all classes hy a judicious selection 
of commcHlilies; further, the scheme, while avoiding 
prime necessaries, can be framed so as to impose 
duties upon popular luxuries; such taxes become in 
a certain sense optional, since any one may refrain from 
consuming a taxed luxury. The taxes on comforts 
and luxuries have also much eUsticity, that is, they 
increase with general consumption in times of prosfjerity; ‘ 
also a slight modification in the rate can be made to 
meet an emergency when additional revenue is required. 
Any change in taxation produces some economic dis¬ 
location, but small alterations in the duties on spirits, 
beer, tea or tobacco, are more tolerable than new 
duties. 

Various objections are rajsed against indirect taxa¬ 
tion; (i) that it is not an easy matter for die govern- 
W ta 
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mcnt to impose a new tax since the anticipated 
dislocation of trade always raises a‘protest; (2) that 
tile collection of taxes on roninifulities ia more 
expensive and rlMll. nit than dirret taxation; (j^tlut 
it may inilirt an inci.nvMiience upon trade if the Ux 
is levied duriii,; any sla ;f of the produiti 'ii, whih; it 
also increase." the out to ihe onisiirner, since a ta.x 
paid in advance absorbs capital on which intere.st will 
be required. Mill notes as lurlher drawbacks to in¬ 
direct taxation, that the necestiity for adianring large 
sums as taxes tend" to rc-trict the business to large 
capital.s and thus favours muno)x>ly; and that it 
checks iinprosements in iiietl’od if the ta.x is levied 
on a process or at some iiirticulai stage in the manu¬ 
facture, since this mode of dcterininiii'; the amount of 
duty requires production to be conducted on a uniform 
system. Thca- objections can lie met in .some degree 
(i) by restricting indirect taxation to a limited number 
of articles; (:) by meeting the varying demands for 
taxation by slight modifications of existing faxes, 
rather than by the impo.sition of new taxes; (3) by 
pheing the dut) only upon the finished article. Thus 
the beer duty now replaces the older fax on malti 
and the system of bonding brings the payment of 
the tax as near as pos.sible to the time of consuiliption, 
ahd prevents the necessity for advancing much capital 
in payment of taxes on imported articles. 

One of the greatest defects of indirect faxes is the 
difficulty of tradng their full incidence; there are 
unexpected effects, and interests are touched adversely 
which were not contemplated, while subsidiary in¬ 
dustries sometimes suffer, an unintentional injustice. 
This \)bjection applies both to new faxqs and to 
38 
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any ^onsidcRiblt; tncKlilications of old taxes. Rvery , 
ne*r tax create* a disturbance, price and demand 
are alTccted; but after a suflii ient period of time 
has elapsed, trade and indii.tiy adjust themselves 
to unavoidatilc condition.s, tlic Ux loses .son'e of its 
burdensurneness, iiifd piac’-' .nid demand ate accommo¬ 
dated to the new cir. iimst ■ iis.'s. Thus the continuance 
of an old-establidrd tax wbicli liasobvioii-defeits may 
be a less evil than the imp isttion of a new ta.\ which 
would disturb existin;; i lauons, even though the 
proposed 'a.v may couf.i.iu more closely lo econnntic 
throrv; hni'e the m.i'ein that “an old tax is no 
la.x," or that "an old tax is b>ttcr than a new one.” 

Tj eveiy tax-systcin objeet]i.ii, can be i.iised; the 
problem is to find the hast objectionable and mo.st 
elTcctive .system. A well-balanecl system, combining 
direct and ind'r'd taxation, comes neatest to realising 
this end, and (Xluity is more attaiitable by this tneatis; all 
classes may thus lie made to contribiuc iti the maniter 
most cotivetiietit to them, ami to do so more nearly in 
proportion to tlieir abtlity; the pres.siire of taxation is 
distributed more evenly while it infliLts the minimum 
of disturbance on imlttstry. 

Thete is a growing tendency to regard the income- 
tax *5 the chief instrument for securing elasticity in 
the British sysiem, .since an additional [icnny on the 
income-tax is so easily imiviscl, an'i will yield about 
£2,$00,000. But if it be assumed that elasticity in 
taxation i.s to be obtained by one I *x only, that lax 
should have a wide incidence, and should, moreover, 
not be undul/ burdensome in normal circumstances. 
At one time the income tax was regarded as mainly 
a war-tax; it is now, however, relied uiion *as an 
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intejfral and veiy productive element of ordinary 
revenue; but it falls only upon a' section of 'the 
community, and it is therefore not tHjuitable that it 
should stand at a lii:;h i.ite in ordinary <times,,and 
also be treated as a financial re,i'rvc in time of waf. 

It is important in any system of finance that taxation 
should fall as nearly as jiossiLiIe i<[>on iinoine only, and 
that eapit.il, which is a source of fiituic wcaltli, should 
not be discouraged in its gn.iith by vixation. It is a 
principle univers.illy acte|)ted by economists that taxa¬ 
tion should girc the iiiiniimun (>f nUnfcTencc with 
industry, enteipri.se, and [iroduction. Tiie IJcath dutie.s 
are a direct and graduated tax upon c.ipital; their 
character and incidence arc exceptional. Unties on 
Land Values, imposei in ifrvy, aie .1 direct l.tx upon a 
special class of capital. As yet, they have piovcd 
cxpen.sive in collcetiun and unnmductivi in yield. 
Taxation of articles ol loiisuiiiption appears to be a 
taxation of expenditure rather than income. This is so 
in the first place; since, however, normal expenditure is 
the di.sburseinent of normal income, the taxes come out 
of annul! income, except in those cases of extravagance 
where expenditure cncniaches upon capital. Taxation 
on consumption is really a method of taxing some 
incomes or portions of incuine which it is undeiirable 
of inconvenient to tax directly. Indirect taxation is 
only one way of getting at “ability to pay" out of 
income. 

Taxes have been cla.ssified on various principles; 
one natural arraiigrnicnt is upon wealth at its 
acquisition, wealth in possession, and wealth at con¬ 
sumption—f.r., u[x>n hiruine, capital, and usa This 
method, of grouping taxes is useful in tracing the 
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economic efiects of taxnb'on upon production, dis- ■ 
tribntion, and cdhsumption respectively; it docs not, 
howevqr, constitute a scientific classification; indeed, 
any (exhaustive attempt at a cl issificatiun of taxes 
must yield a cross-division, since ll’i. problem of 
taxation is a complex one, and involves many con- 
sidemtions. Tlie piinci;ile "f justice has to be s.atisfied, 
the practical end of revenue must lie attained, .ind the 
ccononn’e etTccts upon pr.nluelibn and distribution must 
always lie kept in view. No scheme ot taxation can 
offer a loyical cl:is.sifir.'ilion or srcuie alisoliue scientific 
precision in the application of these .several principles. 

Taxation is a practical problem, and not an enquiry 
into .in ideally licst systein. i\s has bei ii shown, every 
existin,; sysie.n of l.i.siition is an historic fpowth; it is 
relative to the comhtions oi its evolution, the circum- , 
stance.s of llit eountiy, its pliysical nesources and 
environment, the stiipe of inilostrial development, the 
character of the pe 'p.e, and their history and form of 
guvcminent. 'I'lnis a system suit si I to one country 
m.ay be quite inajiplicahle to tlic circumstances of 
another; modific.itions cannot be determined purc-ly 
by the dictate's of abstract theory; vnhat is economically 
and politically expedient must he considt'rcd, and the. 
bister^ and sernnnents ol the [icoplc arc factors in 
the deefeion. 'Ihis does not mean that principles 
diifer, but that the cir, umstanecs of their a[)plicaUon 
ate diifcrenL A youn;; colony with a scallercd popu¬ 
lation may find iniiKirt dutries the most convenient 
and economic modi; of raising revenue; an income- 
tax at that early stage of development would be 
difificult of assessment, and perhaps impo.ssible in 
application. As the colony develops, other i|j£thods 
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of iaxalion become more appropriate, and with the 
higher organi'-atioii of the communhy new forms of 
wealth aike which ptoride freih .sources of revenue. 

The existence of a vast variety of economic, social, 
and racial ciuiditioiis amon;,' tin- dilfeieiit componems 
of the liiiiish iCmpiie emiiely pWciades the possi¬ 
bility of an imperial /Ci livcuin or customs-union. The 
.systems of t..;f.aion in the mother lountrc, the self- 
govcminj co!'.iiic.s, (h |s::iii e ic., and Crown r.ilonies, 
though based on tli> saine lunda',i< iitai princijilcs, 
mu.st exhibit di(leiciKC.s in dct.iil; instiie, eei.iiomy, 
and convenience have to be realind in di'li ient sets 
of circumstances. An incoine-tix and a la:, on beer 
may satisfy the r.snons in Great Ilrilain, wlnle a duty 
on .salt may better confoim to economic pimciples in 
the conditions of our Indian fellow-subjects. 

Adam .Sinitli'.s rlatesical canon.s have come to be 
gener,.lly acecpl -d .is the rccogiii.sed rules foi gtiidatice 
in taxation, 'liny were tlie basis of tlio ufoims of 
Pitt, Perl, and Gladstone, and aie still regarded as 
offering the best working principlc.s for constructing 
a .sound .scheme of taxation, whilst they can be 
supplemented by sundry other initior max’itna These 
canons advance four regulative principles:—equality, 
certainty, conveuiena, and economy. ' 

• The canon of equality, which emhodics the principle 
of justice, states tliat “ the subjects of every State ought 
to contribute towards the supiiort of the government 
as nearly as po.s.siblc in proportion to their nspective 
abilities, />., in proportion to the revenue which thty 
resiiectively enjoy under the protectioh of the State.” 
This canon is fundamental,, and it appites to the scheme 
of taxation as a whole; the term "ought”emphasises 
4 > 
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the itjea of duty; the •‘supimrt of the government" 
indicates the political*object of taxation; “protection 
of the^ State” inilicates the .service, rcndeied; while 
“ability tu pay” ailvances the notion of equitable 
shaiing of cost 

The other tine canons ate ineidy r'..‘nimiic iiiles to 
be applied .sepaMlcty to e;li ta.- in onlei .secure 
prodii. iivi!y; tlay have liwii callesl “admiiiLstrativc 
prerqit." Oi.d ate ,ls foilons:' 

(<j) “Tl'e ta’. u’nc'i each Indiutlual i.s boninl to pay 
ou;;ii' to ia: certain and rot atlsltaiy. l.ie time of 
Itayimni, the manner of payment, the <]uantity to 
be paid i n lit all to be c!”.n and plain to the con- 
tribiiLor, a..il to ev.’iy olh.r pcr.-.on.’' 

(i) ’‘Kvciy tax onght to lie levied at the time or 
in the luannci in whit h it is rao.st likely to lit convenient 
for the contiibi’tor to p.iy it.” 

(c) “Kvciy tax ought to lx- so lontrivcd as bolli to 
tak-e out and keep out of the pockets of the people as 
little as possible over and alxive what it biings into the 
public treasury of the Stale.” 

In Great I’nitain the llmlget system is a guarantee of 
“ certaiiiti'!’ owing to the publicily and possibility of 
discu-ssion in the House of Commons of every detail 
of taxation, and the sanction wliicli must be given by 
Parliament Arbitrary taxati.m is fatal to production, 
it becomes siiiijily ojbbery by the government or by its 
agents. Its cfl'ects were illustrated in the misery and 
poverty produced by the melliod.s of taxation formerly 
employed in Egypt Similarly lhe‘tai7/f, a village land- 
tax in France fiefore the Revolution, was an arbitrary 
and variable impost on tbc ^losscssiuns of every culti¬ 
vator ; its^ extortionate and oppressive chara^r was 
« 
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the, cau.« of great distress; it occasioned evasion and 
misrcpresi-ntatinn, and kept the miserable peasants 
in a state of coii.stant irritation and disaffection. 

Ccm'niinm ronsisLs in securing that pviduccr, and 
consumer arc disturlml as little as possible by the 
time and iii' lliod of demaiidiiig the lax. Many taxes, 
now oli'-olete, ofionded wj.iiu.'l this canon • the malt tax 
interfeic'l with the fir.wi-'-se'. of priMhation ; the ho|vfax 
often com|ii II-1 gnmar- to sell their crop., as .soon as 
gathered in older p' pay the duty, thus overstocking 
markets and firciu'; down pi ices to the advantage of 
the middlemen and Ih.; injury of the pi ■.liicers. 
In modem times bonding liouse.s s(.'.,nie for tiaders a 
rainimiini of inconvenience from customs and excise 
duties, white p.ivincnt of t.ixcs on coniuioditics at the 
time of puich.iso is mo.st eonveiiient for the con¬ 
sumer. Siniilurly taxes on contracts juid at the time 
of exchange and on legacies at death satisfv the canon 
of convenience. Income - tax perhaps conforms'less 
than any other lax to this i.inoii, and its inconvenience 
wonlii become a .serious objection to the tax if it 
were made universal and adopted as a sub-stitute for 
indirect taxation. 

The canon of economy points to productiveness as the 
■ fundamental fact in taxation; the aim is rcvcimc, and 
in its acqui.silioii tlic |iroductive jiowers of the com¬ 
munity are not to be reduced, r>., taxation should be 
arranged so as not to diminish the efficiency of land, 
labour, or capital. Any system that wastes the tax 
in collection by errriiloying a needlessly laige staff of 
officials, or by causing unnecessary expenditure in 
production, loss of time or annoyance to the payers, 
that as restrictive in its methods, or that leads 
44 
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to sniveling and evasion, offends against economy, 
Generally speaking, indirect taxes are less economic 
in Adam Smith’s sense than direct taxes. Protective 
tax^ whlcj) direct labour and capital into less pro- 
dictive channels, and raise only a small n venue on 
the imported articles in proimrtion to their cost to 
the community, infrin;^- ibis canon; their yield is 
small while their cost is relatively great, and the loss 
they occasion in other directions is considerable. 

The farming of taxes on commodities, a system once 
common in Kiiro|ie, and still existent in Persia and 
some other btickw.ird countri.s, is not productive to 
the State, since the taxes yield much less revenue 
than the amounts exacted by tlte rapacious inter¬ 
mediaries. This method belongs to an etirly stage 
of development To the tax-payers the taxes are 
uncertain and often extortionate, they are also often 
collected without rcgnr.I to convenience; the system 
impedes progress and checks enterprise by its economic 
defects, and thus causes additional loss to the payer. 

The GttbcUf, a tax levied upon salt in France for 
some three hundred years before the Revolution, is an 
example of a tax which offended all the canons of 
taxation. Salt was a government monopoly maintained 
for revenue; all classes were required to purchase a 
minimum amount per heail, while the State price was 
arbitrary and variable, and the tax was often farmed 
out 1^ companies whicli made a profit by the sale; 
smuggling was common, and numbers were unproduc- 
lively Engaged in the illicit trade, while many revenue 
officers were wdktefully employed in its repre-ssion; on 
every ground the tax was uneconomic and mischievous,* 

'Hk canons of Adam SmiUi lay down the 6rst eondi- 

• . ^'Aa excise Sot; on salt tu Mngiand in 1648. 1705 8 Krpnrts House of 
. 4 i 7 oqttutw ibowibai fait dutiei m hiinl times rtKluced ibe ihOional siti^y, 

■ • 4S 
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Hons for securing a productive, just, and ^cieot system 
of taxation; an unjust system must be uneconomic In 
the long-run since it discourses industry an^ thrift, 
which are the sources of ail wealth and therffore 
determine the possibilities of taxation; while arbitrary, 
uncertain, innuivenicnt, and wasteful methods must 
also ultimately dimini'-h the effci live yield of taxatioa 
It is in strict conformity with the principle of 
justice that represeutntien and taxation should accom¬ 
pany one anotlier as correlative rights and duties. 
The payment of taxes should entitle the tax-payer to 
a voice in the imposition of taxation, and conversely 
the right to dettirmine expenditure entails a corres¬ 
ponding duty of contributing to the revenue in 
proportion to abilit)’. There has ahvays been a 
tendency for the classes in power to place the chief 
burden of taxation upon others, and this inclination 
is not less evident now that the centre of political 
gravity has born transferred to the masses; it is 
exhibited in the tendency to increase direct taxation 
from which the majority are free, and to reduce 
indirect taxation which touches the multitude more.* 


,>TheChanrellarof theExchujuer,Sii M. E. Hic 1 cs-Beach,m his 
Financial .Statement m the House of Commons, 1896, reaadnd! 
".The tot is that the ditect tax psjors have borne the bulk of 
onr new burdens. This has been tlic continnoos diiection of our 
fnancial policy for fifty years. In 1S41. the yeai hefote Sir Robert 
Feet imposed the Income-tax, I find that of every £l that wu 
. raised 1^ taialion 14s. yjd. was paid by the consuming classess 
and 5s, 4}d. was paid by the propertied classes; but now bf eyeej 
£i latsniby taxation los. yd. is paid by tbeironsuiamg classes, 
and 9s. yd. by the propertied classes. 




iu3 THK canon OiP E^aUITY 

Adafn Smith’s canon of equity has given rise to much 
controversy. interprets ability (o pay in terms of 
income It is pointed out Uiat thi.s is an objective 
standard, yieidmg a niatcrial, tnii}>}ble thing, a tax, 
bet that the fimdanunlal idea in ability is “sacriBcc,** 
which is resilly a subjective .stale, a p!>)'s.liK al condition, 
inca()ablc of measuieiuer.l by any (.oniniun external 
standard. Yet .since fixation is the matter at issue, 
sacrifice must Iw trans'abd intf) tcmis of money-taxes. 
Mill tliat lU cMion of justi<c would Ik* satisfied 

if taxation iiejjoscd “an cijii.ilily of inconvenience,” and 
“left the paytMs la\i i ndalively in the same position 
as it found thorn.” Allcn.pls to realise Ibis doctrine of 
equality of .sanifice have led to various qualifications and 
to projiosd' for ficeinir necessaries, leaving a luinimuffl 
income untaxcl, and for graduating taxes so as to place 
the bcaviei buiflen upon the richer classes. These 
measures all piesL-ut great practical difficulties, and come 
into conflict with the principle of productiveness; in fact, 
the means for mca.suring “i^qualilies of inconvenience” 

** Id 1861, out of ;^64 ,o(x>,ooo indited p:ud 62 per cent dhed 
38 ]ier cent” 

** in 1891, out 0/ ^^83,200^000 indirect paid 56 per cent direct 
44 per cent." 

^In 11^5, out of j^92,482,000 indirect paid 52 per cent direct 
48 per cent" 

*Tbere has been a gradual transfer of iiurden from the indirect 
to direct inx-payer. The result is that, wkeieas in if 4 i £h 
''3|d. ptf head of the population was pioduccd by indired taxaticA 
' and 10$. id. by diicct tax<ition, now 4b. gd. comes frenn 
.iadirect^taxatioQ, aud ;^i, as. 6d. from direct taxation.* 

' in considering tffis statement, it must be remembered that the 
'' g iff* fiscal reforms of Peel and Gladstone, by which the principle 
for revenue only* was Established todc place b^tweet 

O 
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accurately are not to be found, and only a very rough 
approximation can be made. ' 

Professor Rdgeworth’s phrase " minimum of disutility * 
has the advantage over " equality of inconvenience ”»lhal 
it appeals to the only [u.ictical test of value in tRe 
price that one will paj foi the use of an article or for 
a service; but there is still this (linTiculty, that while the 
hnai utility of an article to an individual is ilutermined 
by himself in the price lie is willing to give, in the case 
of taxes imposed by authority the final utility (or 
disutilit}’) has to be determined by an external power, 
the government. 

The interpretation of ability as " faculty ’’ seems to get 
rid of the subjective attitude; the prohlcin becomes an 
estimate of capacity for taxation, of which the criterion 
is held to bo income. This view, at all events, excludes 
the exemption of privileged classes, such as obtained at 
one pericxl, especially in France before the Revolution; 
but equality is still difficult of attainment, for incomes 
are not independent of circumstances; all must pay, 
but in wliat degree? 

That taxation must not diminish the productive 
powers of society is a rule as fundamental as that of 
equity, but productiveness would suffer if income, 
whether frirm land, labour, or capital, be takenthe 
sole criterion of capacity. 

Money-income, without any other consideration, can¬ 
not form a just measure of “ ability to | >ay.” I nequalities 
in the conditions which affoct capacity to pay taxes are 
innumerable among persons with the same money- 
income. lieiitham. Mill, and Ricardo argued on this 
account that a minimum or subsistence income should 
be exempt, as a man must live before he can pay... 



ABIl.lTY TO PAY TAXES 


in.] 

taxes; _ they tliercrurc held that net, and not gross, 
incujnc should besthe m. asiire of power to pay taxes, 
for it is not cronouiie th.il Uixaiion should encroach 
u(ioi^ phxhij-tive power, llul such a I'rniaium to be 
just w'oiitil iiecfl lo lie a lari.ible quruitit) in order to 
meet diifeieiit no iini .l. iki foi tile dcllnilion of 
nett .sarie', ir.'. ,t !w. lel.'ili • lo p i-ilion and diilic.s in 
life; theit'ipic n > fis i! or up'I .hi. limit of cxunplion 
can lie olher t'rui ..ibiti.iri., lint no in'omo-t.ix, 
even nfier I'li, r s; niiln'ii ol i inini'.nim. lan secure 
distiibulii'.’ je o'ie. A 5 pn cent, dntj on a net 
income of .{In'o is a far go ..ii r s.ii rinio ih.iii a 5 per 
cent.duty on a mi ino i.e of This diniculty 

has .suge.ested a 101 ...n i-e ineonio ta.x, but any 
graduated ". -ih iinist aho be arl'.ilrary, and .still the 
pidclical diUlnnly remains of intnprclin;-. eipiity to 
dilfeieiii cirniinstances; imther, it t obycted that a 
heavy tax on lar;;e intones would b" a line upon the 
more thrifty and iinhisliious, and a iheck tijion saving 
and the acciimnlalioii of capital, and llwiefore a suie 
means of (Itfcatitn; tli-; tr.d •f taxation by reducing 
production. The l''ii;,li'li ino 'iiie t.ix lus been graduated 
with a view to minimising these defects by giving 
exemption to .a considerable miiiiimim (j,fifio)*and also 
by adopting a scheme of abatevnents or conecssioitS 
which converts it into a dcgie.s.sive tax; its bed dofance 
is, however, that it is only part of a sy.stem; it touches 
only a fraction of the eonimunity, and the majority 
escape it altogether. The relatively ;p^ealcr degree of 
indirect taxation paid by those witlj the lower incomes 
is supi>osed to firotiile compensation in the system. 

Other objection.s aie raised against adopting income 
as a test of ability—viz., that it takes no note qf the 
• Reduced to .£130 lu 1918. 
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nature of the source of the income, whether from 
permanent investments or fmm teinixiraiy and uncertain 
earnings, out of wliich savin js should be made, for old 
age and contingencies. A very jrartial resmnitiijn of 
this cause of inequality is made by the exemption 
from income-tax of iio miiini'. on insur.incc; but many 
other foini' of saving arc equally worthy, )’Ct the 
application of exemption to all of the e sc'.nis impiacti- 
cable Again, Kfore ircouu eaii me.i nie equality of 
sacrifice, there should lx- some coHsid.'i.!!iun of the 
special circunv,1,4iu-:s of in liudual:,—the si/.e of family 
for equ.al incoiiii\s, and tlie vi-iy difft nait claims upon 
individuals whicit aiiae from so'ia! position and duties, 
also tlic he.ilth and prohalile length <'f working life of 
the earner of tlic income, aiul other ciicnmstances which 
may render Ids income more ot loss pnaarious. P'rom 
considerations of these inequalitii s it i- ' unclusive that 
income alone, even with the exemption of a minimum, 
is no reliable lest oi ea|>arily to pay. Mathematical 
equality is aeiy far from att.iinable, and to secure any 
approximation to oiijective eeiuity in a working system, 
various mixles of taxation must be combined. 

Censuuiftioii has been suggested as a better test of 
aliility and as the sole basis of taxation; but taxation 
‘oh expenditure alone would lie very inequitable, wnd it 
is scarcely practicaiilc in a complex civilisation; the 
machinery rojuisite for its collection would be most 
elalxirate and cxjjensive, since duties would have to be 
placed upon very many kinds of consumption. It 
would be nccc.s.saiy also to define consumption,‘and to 
determine whether wealth cxiiciidcd ih promoting an 
industry (which is ca[iital) .should be taxed, or whether 
personal expenditure only should pay; the difficulty of 

so 
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discriminat ing in these cases would be immense. Evasion 
would be extensive wddltli not utilised would escape 
taxation, consumption would be discouraged, and as a 
Dmsequence* production would diminish. Ncrc.ssaries, 
as* tile mo-st picssing foiii, of consumption, would be 
unfairly burdened, and the lu.m whose entire earnings 
were c.xpen<led on mere sub'istcnct 'vould pay on his 
whole income, thus tire burdi.-n of snrh taxation would 
be mo.st .severe on the lc,ist able. Tlic tax system of 
Great Britain a o ntury ago was fairly representative 
of the working of tliis piinciple. 

Again, it has Ireen proposed to limit taxation to 
naliii'it •wealth. But this would in elfect impose a 
penally on saving, and would tend to reduce capital; 
the prurient would suiTei, the wasteful and extravagant 
would c-scape. Such a sy.slcm would be futile and 
5 clf-de.structivc, .since it would check production, and 
cut off revenue at its .source; employment would be 
diminished and the need for taxes would increase while 
the means for obtaining them were being reduced, and 
other methods of raising revenue would ultimately have 
to be adopted. 

A tax is c.alled Proportional when the rate is uniform 
on all incomes and cjuautitics; tile tax becomes a_ 
percehtage and is proportionate to the amount taxed. 
The income-tax (ignoring abatements) is a propiirtional 
tax since it exacts tlie same rate per P, on all incomes. 
The proportional principle is recommended by its 
simplicity and by its ea.sy application; it is objected, 
however, that it docs not yield •eciuality, and that 
larger incomes can afford relatively greater deductions 
than the proportional metbqd applies. 

Graduated Taxation has been advocated as a means 
SI • 
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for realisiii}', moic nearly the priiicijjlo of otjualify; 
there .ire seicr.il method-; of .^l.idujlion. one or cither 
of which has been adojil. I i:i i.ie of income- 

tax hv dilTcici.t. oiL.itrks > c 

In Proi;m>r.if Pira'i /. t t.iarjnatcd scale is adopted, 
the rate of taxalion in'-ieasi.i;- .is the .I'uount assessed 
increases; tl-e principle if lict illii'.trated by the 
ICstate duty, which is "i; lu.-'d on a serde of twelve 
steps, coinin.-iiciiift ,it l per ccuL o-' £ too .aiid .itlain- 
ing a nia-viniuin of 8 per cent on ;fi,oa.vw. The 
Inhabited Ilunsi duly is another example of modenatc 
graduation. The ar,; iincnt for ip.iduation is basctl on 
the theory of diniinisbiiu' ntihly; it is urged that 
sacrifice, like utility, dlniniah's with cicli additional 
incromenl of wealth aftei . ce point h is Ix-cn reached, 
and tli.at, th<-relorc, a gruit.r peruait-ige deduction 
from lai^e incoin,s i -.11 ex t no more s.i' rifice th.an a 
smallfcr peMulige does in the i.ase of .small incomes. 
It is objeclirl that any sy.sf- m of gradii.ation must be 
arbitrary; that the increasid rate of tax.ition is a form 
of appropri.itifti) of jiroperty whifh is adverse to thrift 
and production; and ih.al the method is o]icn to abuse, 
and may be unployed foi piiriinses of lonfiscalion of 
_ wealth by meivly increasin;; the rate in the ujiper 
scale. It is alvi mainUiiied that the .system tefids to 
encourage evasion and false neturn-s, and th.at it may 
Ica.l to a diminution of wialtli by checking saving, 
or by causing the emigialion of capital to countries 
offering greater seiuritj- for its enjojinent. 

On the whole the aii-.uincnl foi graduation on a 
rational and in.iderate *i-,dv .-.isiiiis to tie valid; it helps 
to satisfy the demands of e'juily and prixlucliveness, if 
the principle be limited in its ajiplication to a fear 
5 » 
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direct fixes in a mixed system. As regards the E.state 
duty, the ability* to pay is unquestionably greater in 
die case of larger legacies, and it is just that their 
contrib'utioBs to taxation, though considerable, should 
be also at a l'i';lier rate 

Once III M ivo must lecall the fart that in Great 
Brit dll tasatioii is an ai;gic;ate, and the O'aih duties 
are only a fraction of a sistiiii which h.is to be 
considcied as a ahide; the .I’l-adii.iiinn of this tax 
tends to cuunlericUnce inriqiialilics in other parts 
of till scheme. It is eoinpi ns.itiiry to possible over- 
Wt-ighliiio of tile indirect factors in taxation, and 
it is an attempt by inanip’ilnliiui of parts to obtain 
that balance of ripely which no human skill can wholly 
satisly, but which ilie problem of taxation imposes upon 
governments. 

Taxation may also be gradiuated on a rrpesshe 
frincipli, th.\t is, the r.itc may be graduated .so as to 
decrease as the assessetl amount incicases; tin’s form 
is, however, mre in practice, though it found illustra¬ 
tion in the French poll and hearth taxes in the 
foiirteentli century when the pomei cl.e-'cs paid at 
the higher rates. 

From 1907 frequent changes in Dmtk tiuties and 
tnemf-tax' have rendered tlic.se ta.xes difftnnUnl and 

* The miriMiile leiliiit.t tliriiiconieic/r/iTiri/tij .^ijo Incoilles 
above /lyi aad not escetiliiii’, 
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more exacting. The scale now discriminates hptween 
earned and unearned income-s, ie, between wages .and 
interest on investments. 

A progressive tax cannot be easily applied to oam- 
modities; the attempt would be costly, unsatisfactory, 
and unproductive. Again, a progrcs.sive tax on the 
products of large indu.slric.s would operate to counteract 
the law of increasing rcturii.s and wouM thereby cause 
an economic loss. Aiiplied to incomes a progressive 
tax cannot secure political justice; no calculus can 
yield a scale which will measure the relative sacrifices. 
The scale could easily be arranged so as to appropriate 
a large part of income and thus level down incomes, 
Its effects would be to destroy tire springs of industry 
and thrift, to cut down production, lead to the emigra¬ 
tion of capital, and check economic progress. The tax 
would fall heavily on the few, and would touch the 
majority only in its afti-r-cffccts. Such a tax could 
not be relied upon to yield a permanent and adequate 
revenue; while infringing the canon of equity it would 
fail in the economic aim of steady productiveness, 
which is a 6rsl desideratum in a .scheme of national 
taxation. Nor can it be too frequently re;)eatcd that 
taxation should not check productiveness by discours¬ 
ing industry or saving; for out of the products of 
industry alone can taxes be paid. 

The canons of Adam Smith may be supplemented by 
minor rules, most of which really follow as corollaries 
from the principles of equity and economy, and are 
a restatement of points which emerge from' this 
discussion. 

(i) A system of taxation should be simple, plain, 
< and intelligible to the common understand- 
‘ 54 
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ing, and the general incidence should be 

traceable with some degree of certaintjr. 

The primary necessaries of life should be 
'free; taxation of cuminnditics should be 
restricted to llrosi' whiih are less essential, 
and preferahly to luxuries. 

^^) Taxation shunid interfere as little as possible 
with the pioce.sses of industry; it should fall 
on ni t iitcoine, and be such as not to check 
the growth of caprtal or cause it to migrate; 

(3) The system should provide for elartuity. that 

Ls, annual revenue slrould be able to be 
ailjusled easily to annual demand. This is 
better attairnd by modilicatiun of existing 
taxes than by imposing new taxes. 

(4) A system combining both direct and indirect 

taxation is desirable, both on grounds <rf 
equity as a method of reachirtg all clarrses, 
and as affording various means for easy 
moriilication and ready adajrtation to 
emergencies. 

(5) P'reiiuent modification of taxes on commodities 

is undesirable, since every change creates 
(ILslocation; old taxes will h.ave led .to 
accommodation, new taxes touch many 
interests inilirectly. This has been caliy 
the canon of certainty in the form of stability. 
Nete.—Xn Purr Proparihmiil Tiualwn tncome atone is the 
statrdard. In Quulijii’ti Ptojiortirml Taxaiiim morlillrruions have 
to be chnsidered, such as alialcmcuts, a hec itiinmmni, evrmption 
of savings (insuritucc), regard for soiucr of income (wage or 
interest), deduction for famtly, etc. 
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DlRECl lAXATlOK—TAXES ON IROl hiav AND 
INCOME 


Tub revenue of the sovereign was in early times 
derived mainly fiom the land. In the Anglo-Saxon 
period the royal demesne was the chief source of 
revenue; while occasional taxes were leviid for 
defence, such as ship-money, Dancgeld, and hearth- 
money. Dancgdd, interesting as the fust English 
money-tax, was a tribute raised to bii) off Danish 
invaders; later it grew into a customary levy on land, 
and was continued down to the end of the twelfth 
century. The royal denic.snc was much increased at 
the Norman Conejuest, and was fiequently added to 
afterwards by forfeitures and escheats. The feudal 
• lords paid mi!il.\ry and other .service for their lands; 
these savices were commuted at a later period" into 
monty-paymcnt.s. Tlie inferior leuants also paid service 
to their loids for the land.' they held, and this also was 
commuted into a money-pavmeut in course of time. 
Irregular conli ibntions to revenue foi special purposes 
were obtained by tfic demands of the,king for "aids" 
» “supplies” from his tenaets and from tlie towns 
on the demesne. In the fourteenth century these 
"aids"’ were replaced by a sy.stem of ,taxes od 
‘ 56 
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“movables” granted by Tarliament These contribu- 
tioilS became established as a kind of property-tax 
under the name of “ fifteenths and tcntlis,” representing 
an istinialAl proportion of the value of such taxable 
projjerty; the former were grants Iruin the counties, 
levied upon the esiimsted value of cattle and crops; 
the lattei were grant:, fioni tin towns, levied upon the 
capital value of sto'.l, in tiadt ami ilnitl'ls. In 1334 
a special enquiiy was m.ule by r.irliameiit. for better 
determining and assrs' ing these giants, and the system 
was revisetl Iq' fi.xing upon a loud sum which was 
appoitioned to the towns and counties, with modifica¬ 
tions this species of .subsidy, levied b) as.sessment on 
localitic,s, and collected by a kind of rale on piopmty, 
was continued until the ses-entientb ('■niury. 

MiMiiwhile another mode of raising revenue by 
means of a [loll-ta.x had been devised; this was a 
personal tax gr.idu.itcd acr.irding to status, and 
supposed to be proportioned loug.hly to the taxable 
capacity of the contiilnitors, a.s incasuicd by their rank 
and income. The poll-tax w.i.s, in fact, an early but 
somewhat arbitrary form of imome and prciperly-tax, 
oppre.ssive in its incidenca and very unpopular; its 
injustice had a p.arl in pucipitaling the Peasants'- 
Revolt of 13S1. A similar tax was authorised by 
Parliament in 1435 *; later, under the Tudor sovereigns, 
it was replaced by “subsidies” charged on rent and 

* "ne speaker, John Bowes, pmimsrd \,li,u may be called a 
genuintfgradualwl imome-tax, aiianpeU (ji tliiee schedules. The 
minimam taxaUeIncomr derived fioai iiainui lands, tenements 
rents, annuities, etc., was ,£5 a ycai. IV nix was rated at 6d. in 
the £ from ,£5 u, £100-, Cd. in tho.£ from £100 to £400, and is. in 
the£abav4£4oa. 
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movable property, which supplemented the grants of 
“fifteenths and tenths." These gr&iits of subsidies 
for extraordinary expenditure continued until iCdj, 
when they had ceased to be a productive sour<;e of 
revenue; tlic l.ist yielded only £2!<2,ooo, and hence¬ 
forth they were dcsplaced by special assessments At 
intervals tlie pdl-tax or capitation grant was revived to 
meet the spei ial cxj)cnscs of wai; at the Restoration, 
and in 1(566 and 1677, a poll-tax was levied by assess¬ 
ment made on voluntary dcrlaratioii. and apain between 
1689 and iCipS the iiiireaiixi revenue rciiuired for the 
war witli France was partly met by a poll-tax. Its 
special recommendation wa' that it was easily assessed 
and collected, but it w.is ofli.n cv.ided, and was 
becoming so little [jioductive that after 1698 it was not 
repeated. 

Under the Commonwealth Pailiamcnt raised revenue 
from both real and iR-rsonal [iropeity by “monthly 
assessment." This was a kind of subsidy, collected 
locally for llie purposes of tlie Civil War, and supple¬ 
mented by the old port duties, tunn.ige, poundage, etc. 
Then, copying a practice whicli picvailcd in Italy and 
Holland, I’arliamcnl intiodiiced a new tax, an excise 
upon iiomc-produced rommodilie.s — beer, ale, cider, 
articles of dress, etc. At first this excise wa.v very 
unpopular, but it was declared by J'arliamenl in an 
ordinance of 1649 to be “tlie most equal and indifferent 
levy that could be laiil on the people." 

At the Restoration in 1C60 the Crown Revenue was 
fixed at ;£i,200,(Xi0i; this was raised mainly ftofti three 
.sources; (i) the customs or old port' duties; (2) the 
new excise, which was taken in lieu of obsolete feudal 
duties abolished in 1645 and the old royal prerogatives 
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of punieyance, etc, and was called the Hereditaiy 
Excise; (3) a femporary excise which practically 
duplicated tlic Hereditary Excise 
A new kind of House duty called Hearth-money was 
introduced in 1G62, lli.it somewhat re.sembled an income- 
tax, being based u(ion the niimbfi of fire-places in a 
house, which number was supposed to afford a fair 
index of income. The tax was rigorou.sly exacted by 
the “chimney-men" who farmed it; owing to their 
inquisitorial methods it was very unpopular, and it 
was repealed by William 111 . at his accession, when 
it reali-scd ifao.i.ooo. ,\n in-tructive indication of the 
lirogress in commerce, and the growth of the Credit 
Sy.stcm in tliis country is .ifforded by a tax on bankers, 
instituted in 1O70, which yielded .fi.'!oo,iX)0 
A new .settlement of revenue lx came necessary at 
the Revolution of 1C88; piactir.illy little revenue was 
now raised from the old Crown demesne, and the new 
excise and port iluties had become the chief sources 
of revenue. 'Ihe Civil List was therefore established 
as a definite fund for tlic maintenance of the Royal 
Household, the expen.ses of judges, ambassadors, etc., 
and for the support of the annuitants and pensioners 
of the Crown; the amount was fixed first at £(100,coo, 
The Civil List, so instituted, was alterrvards increased 
in amount, and w.as voted henceforth to each sovereign 
on accession to the throne. Since 17S7 it has been 
charged upon the Consolidated Fund. In 1830 the 
expenses of justice, etc., were provided for separately, 
and the’Civil List has now referencr? only to the main¬ 
tenance of the “ bignity and State of the Crown,” and 
amounts at the present time tq iC470,ooa 
In 1692 what is now known as The Land Tax &me 
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inte existence. This tax was intended as a substitute 
for the “ Monthly Asse.ssments" eonimenccd during the 
Civil War, and was both a property and an income 
tax; it was a sort of lineal desccmlant’ of Ihe old 
“Tenths and FiftecnllK" The tax w'as asse.ssed at 
4s, in the £ on the annual value of all land and hi 
on purionalty of eeeiy kind, ai the stipend- of public 
officials, and on mmablcs ,'.;ouds and chattels). It 
was voted annually, and yirl'led .it finst £'i,92.>,7i2; 
but the annual assessment was f.mnd difficult, anil the 
results proved very variable; therefore Pailiain'Ot in 
1O97 revised the .system, .ind derided to raise a fixed 
amount of about iii.Sai.C/iO by asse.siie.; the quota 
to be rtiised in the various counties and ton ns on 
the then valuation. This mi thoil of asscssnient tjecame 
a source of great in.xin.ility of inci.lcnre, which was 
vastly augminted by the snb eiinrm .qroi.th of popu¬ 
lation, and cipeeially after the Indnstrial Kevoliition, 
with its development of new manufacturing and 
commercial districts and towns. 

At a very early [tericvl In its history, the poitiou of 
the tax assessed on [a-rsonal property declined, and 
in course of lime fell out of the asso.s.nent; in 1S33 
if was formally repe.ilul, Icaviii;; onlv tlie tax upon 
land The land-tax continued to be voted arfnually 
tmtil 179S, when Pitt, under stress of financial difficulty 
in raising funds for the war, revised the tax and con¬ 
verted it into a perpetual rent-chaq;c or permanent 
claim of the State upon the rent of each district; the 
quota thus came .0 lie i'iter|ircted as represdnting a 
right of the State in the land. The capital value of 
the land-tax at this revision has been estimated at 
£7opoofioa Pitt at the .same time provided as an 
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allcriiative a power of redcmiilioii of tlie tax 'by 
IJiiyWciit of ilie capital value. Half a million was 
redcemi'il in the cour'^e of a few yea is, and during 
the ftilliiwin|t centiiiy alioul half llv ta.x v.as roiieemcd, 
ll*' total h'liv.' tlni', rei'uced to ia;S6,ooo from the 
Idil K .sll'! <ll<o d'le. 

The laiiil ta.x ,i|,.tin came undi.-'' n vi.ion in 1896. 
At thi'- tinv the ieiil-i-liaif’,i' realiad less than is. in 
the h on tlu' v.hole v.iliiatioii, and the incidence was 
most iiiic'iual, v.iiyiiig from a fraction of a penny in 
tlic C in some populous parts. In nearly 4s. in a few 
rural di' Iricls. The ilnr|;c .iver.iged ad. for Lancashire, 
3.ld. fill iHirhani, 3 s. id, for HcJroidsliirc, and 45 for 
some p,iil' of K.sspx. Viewed as j la,\. the icnt-charge 
pic cnttsi in i.Sfyfi many inei]iiah'ies; much land was 
wholly e.xeini)t, the tax haiing been redeemed; a 
iargi' proportion of the land subject to the tax had 
changed ovv.ierslii)); and, as in each c,i.sc it had been 
purch.t'cii at the reduced capital value which the 
cliarge produred, llic tax imposed no buiden upon 
existing owners, liy no method could the charges 
be equalised, nor could they be said to constitute a 
true tax upon land. Tlic prineiple was adopted that 
the rent-ch,arge represented ancient n.itional rights 
of property in the land, and that in fact such land 
was a matter of Joiiit-ownciship, as in the analc^ous 
case of land subject to tithes. Hy the Tinance Act 
of 1896 it was enacted that the charge should in no 
case exceed is. in the {, on the valuation, and that 
any sum in c.xcqps should be remitftxl, thereby making 
in effect a free gift from the community to the land- 
owners of the capital raliiOi of that portion of the 

rent-charge It was also enacted that in cases where 
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the tax realised less than id. in the {, on the 
valuation, it should be paid at tlie rate of id., and 
the excess should be applied to tlic redemption of 
that quota. Other e.\'cnii)tions ivere made in l8i)8 in 
favour of owni'rs whu.se incoiiKs were loss than ;fl6o 
and ;t4oa These exemptions rraluced the yield by 
about £200,000, and left the avciase rate over the 
whole country at 4d. in the £, 

As a source of revenue tlie so-called land tax has 
now little imijortancc; its intere.st re.sides in its history, 
and the principles which it illustr.ate 5 . Its pre.sent 
yield, only ;f7OO,O0O, is insignificant for a tax raised 
from the .soil; the administration is relatively costly, 
and its extinction would seem desirable. Various plans 
have been suggested for hastening the process; one 
of tlie most feasible is that a triple assessment should 
be made annually, and that two-thirds of the amount 
collected siiould be aiiplicil as a sinking fund for the 
redcra))tion of the tax in ten years. This would give 
twenty years’ purchase for a kind of forced redemption 
spread over ten years; the cajntal would be applied to 
the reduction of the National Debt.* This proposal 
seems to condict with no economic principle, and is 
consistent with the past histoty of the Land Tax. 
Ttie extinction of the tax would remove a''cause 
of much misconception on the part of tho.se who, 
unacijuainUxi with its history, advocate its increase 
for the purpi-se of appropriating “the unearned incre¬ 
ment"* As the proiioser of this scheme remarks, 

^ Ecor.mie Journal, beptetnber 1905,—A. Hook, n» 

Prescni J'o&itKm of llic Land Tav." ; 

* ^ chapter od "Local Taxation” fw * staientent of tlu< 
probkm. 


62 



THE UND TAX 


IT.] 

had Pitt instituted a rate instead of a fixed charge, 
with, the cnormotfe increase in the value of property 
during the pa-st centurj', it miglit h.tve become the 
soiiro: of a •con.-i'Ierable natiuiiai revenue, and would 
haVc acconipiislud the solutriii of that recurrent and 
diliieult que tion i f the “ uin arncd inclement." Such 
a ta-x would l;.iu- had other .iiid important effects 
upon landownci ship and the development of agri¬ 
culture and inilustr)', upon the investment of capitai 
in land, and upon the "income .ind property" tax in 
its rebtion to land. 

Kent of I,mil, like nlhcr sources of income, |rays 
incoine-ta.\. itst.ite duties (l.nid.s, tenenn ids, de.) 
yielded, arcordino to the Kiname Accounts for 1914 
i^ 27,359.COO propel ty - t.is on hands and hou.ses, of 
which alxmt on, fomih was coiUrilinted by the tax 
on rent of land Lands and buildings also form the 
basis of assessment for l<«:al rates; these amount to 
over 1^50,OtX),000, and of this sum land contributes 
more tlian one-fifth. 

The modern lumsc-tax^ as we have seen, has been 
evolved from the earlier poll-tax, it is a direct tax 
based on the total income of the payei from all 
sources, and is graduated on a special system of 
exemptions and aliatcments; as now levied it was 
first imposed by Pitt in 1799 for purposes of war, and' 
it then yielded ;f6,ooo,ooo. In 180:, after the Peace 
of Amiens, the tax was saspended, but it was reim¬ 
posed in 1803 as a pro[icrty and income tax under 
five classes or schedules. Incomes, under £fxi were 
exempt, and there was an abatement on incomes 
between and 1^150; the^ rate also varied from 
Jd. to lid. on incomes under ;Ci 5 o; above that SUm 
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the rate was is. in the £; the rate was afterwards 
increased, until in 1807 it reached'- 2s. in the £, or 
10 per cent When the tax w.-i.s repealed in .1S16, at 
the clo>e of the w.'r, it realised /r5.500,000. > 

In i 8;2 Sir Uobort IVfl reintnidiiced the inconte- 
tax as a pena- t 'x in nrd'a to meet anticipated losses 
of ruvetuie from tiinpoi.in taluctions in iniporl duties 
arising out of his ictornis. The t.'s vv.as Ici'icd on 
incomes above ;Ci50 at pd. in the {, and was imposed 
for tlirce years; it was then rera-wed ,ind from 1846 
became a le. i>_^;nisf;d part f.f the tax .sjestem, displacing 
import dillic.s of a partially jirotcili.i chaiaelcr. The 
minimum of cycniption has been v.iriid several times; 
from i8s,t to 1S75 it wa'. /loo; in 1014 iT storxi 
at /lOo. 'Ihe principle of ip.idinili'Mj is ajijilied in 
various ways; lor ihi l.itist modnication, adopted 
durino War. i.ee .\i in .vnx. 

Altlijiiyh the niodern income-ta:; roni’neneed as a 
w'ar-tax, it Iws now become an esl.iblished element 
in the Untish lax sjstcm, and deinon.ilic tcmlcnrics 
strengthen its position, it is relied upon to yield 
a considerable contribution to revenue. Only once 
since 1843 has it been iiioposed to abolish the tax; 
, this was by Mr Gladstone in 1S74 It is regarded 
as a national resi-rve, and is uh'.ii's in.-mseii te-meot 
'Spicial wtir rxpemUUne, The rale has varied from 
5d. in 1R53 to IS. 4d. during the Crimean War in 
1856, and flora 2d in 1874 to is. 3d. in 1902 during 
the South Afiivaii War. In if/05 it stood at is. in 
the £, or 5 per cent, on fully assessed ‘incomes 
in a time of peace. In 1S43 c.ac'n jicnny yielded 
£500,000; for the year 1904-5 the yield iier penny 
' wa# £2,604,000. The total revenue from income-tax 
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for the,year was ^43,529,ocx5, plus a suptr 4 ax 
of jd. to Is. 4d. on incomes above ;if 3000 , which yielded 
/3,320.00a 

Inioinc-ti\ payers arc classed under five heads or 
scliedulcs, as (ii) ownci.s of properly, land, and house.s, 
{b) fiu'mers .and occupiers of land, (i) fund-holders, 
iff) receivers of iiiteiest, profits, and e.arnins;s from 
business or iiuestincnts, (r) recipients of salaries from 
public soiiKas. 

The method of collection is simple and economic, 
and dividends on Ijueslmenls pay in bulk at the 
source; the tax is hi;^hly pnxluctive, and it can be 
easily modified to j'ivc elasticity of revenue. The tax 
sali-sfics fairly the canons of Adam Smith; it is con- 
.sidcred eipiit.ible as forming only p.ait of a system; 
further, it grants immunity to small incomes, and is 
graduated so .as to case the pressure on limited 
incomes. There is no rioulil, however, that it presses 
with greatest severity on the lower grades of pro¬ 
fessional earnings and salaries; it has been decided 
(1914) that the limit of exemption should be fixed 
at a lower sum, .so as to include all regular incomes 
not le.ss than /160. There are great practical diffi¬ 
culties, however, in the administration of an income-' 
tax on a very complex scale, and others would 
arise in devising machinery to secure economic 
collection and certainty of payment from the weekly- 
wage classes. 

Regaried singly, the income-tax can never be 
wholly equitably. The ability of Individuals to pay 
is modified by many circumstances — age, health, 
family, permanence or precariou.sness of income, and 
the need to make provision fur the future-^all of' 
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which are Incommensurable. The t^l test of at^ty 
to pay is capacity to spend, and of this there cafi be 
no adequate common measure. The incidence of the 
income-tax is upon the payer, whether his revenue 
consists of rent, profits, or wafjes, and it cannot be 
directly shifted; it diminishes the power of the taxed 
individuai to sixmd by the amount it appropriates, 
and only in so far as it has a tenilency to reduce his 
industry and carninRs can it be proix-rly said to affect 
other members of the community. A very burdensome 
rate might probably produce this effect, but a small 
tax, forming only part of a system, pkees no appreci¬ 
able check on the growth of income in'.l^^ country 
where the various motives to acquire wealth are so 
strong as they are in Great liritain. 

The income-tax is very easily manipulated by an 
alteration in the rate to meet cxigende.s, and its yield 
can be approximately estimated. The steady increase 
in the amount asses.sed for income-tax affords a very 
fair test of the growth of wealth of a country, and it 
has been uniformly advancing over many years in the 
United Kingdom, notwithstanding a large increase in 
the rate; tlris fact is illustrated in the increased yield 
per penny. 

Few countries have copied the British systwa of 
Income-tax, although many have adopted some kind - 
of graduated tax on property or earnings. The United,” 
States employed the income-tax as a temporary ex¬ 
pedient during the Civil W.ir, and continued it riatiog' 
the reduction of the debt until tSya. An atterhpt was 
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made if 1893 to introduce it aa a permanent federal 
tax .of 2 per ce^ on incomes above £800 a year, 
but it-was ruled by tlie Supreme Court to be 
unccXistitutiOnal. In France various attempts have 
bden made to introduce a general and progressive 
income-tax, but as j-et it has not been accepted. 
The French hare, however, sundry direct taxes which 
form a kind of equivalent; these are a fixed per¬ 
centage on incomes from land, a tax (called Patmte) 
on trades and professions based on a general estimate 
of profits in those occupations, a tax on buildings, 
doors, and windows, according to size and number, 
which are legarded as a measure of taxable income, and 
a tax on personalty in the form of a 4 per cent duty 
on incomes from securities other than State funda 
Belgium, Kussia, Portugal, and Hungary have no 
proper income-tax. The federated European states 
(Germany and Switzerland) employ indirect taxes 
(customs, etc.) for purposes of federal expenditure, but 
the various component states and cantons make use of 
taxes on income for local purposes, and in some form 
or other most of the other Continental slates have 
adopted a tax on incomes as past of tlicir fiscal system, 
In every ca.se the scheme is more complicated than, 
the'British, and the tax affects a much larger section 
of the population. The maximum exempted is usfially 
■less than £50; in 1’ru.ssia, it is £4;, while all 
incomes are liable in Spain and Italy; the schemes 
are graduated by various complex methods, which pay 
s^aid to the source of income, citlurr by differentiation 
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of, rates, or by employing a fixed rate together with 
supplementary taxes on various forms of capitaV and 
modes of industry. In some cases the graduation is 
effected by the classification of incomes in'groups, each 
group paying at a different rate; also discrimination 
is made between “earned” incomes («a!;e.s) and “un¬ 
earned ” incomes (profits). The scale of graduation is 
usually moie extended than in ti.e British system. 
From the year 1909 the priiiciide ol graduation 
has been much extended in (iieat lirit.dii, and has 
been applied to both income-tax and Peaih (estate) 
Duty by very elaborate .stales (see .'\lM'EN'l)l\). 

The Continental systems of income-tax aim at 
securing equity in the operation of the tax regaided 
taking into considei.ition the various con¬ 
ditions of its incidence; consequently their schemes 
are very elaborate, the machinery ol colletiion is 
more costly and less efficient than that of the British 
system, and they are relatively less productive. 

Most of the Australasian colonies have adopted an 
income-tax, but their methods of graduation ate not 
uniform; tlie rates ate different, and the minimum 
exempt is also variable. In all, howeser, diffcicntia- 
•tion is made on .several grounds, and more es])ccially 
between incomes from property and incomes from 
personal exertion. In New South Wales, where there 
is also a land-tax and a death duty, the rate of 
income-tax is unifoim at < 5 d, in the £, but incomes 
under £,txxi derived from labour arc exempt 
Canada has no income-tax for State ourixises.' 

Duties on Mmitauce of Proferty arc very ancient, 
and are most probably connected with the theory 
that tmowned wealth and proiierty of intestate persons 
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belonged of right to the State. They existed among 
the Jiomans. Udder Feudalism customary dues were 
paid on inheritance, and were graduated in degree 
according t« the value of the estate. 

•The Ikath I'l'tks were intrntluced into Great 
Hritain with the .Stamp Ait in ifnji, and were copieil 
from Iloll.'ud. In tiiiu they dev loped into a com- 
ple-x gionp of Uves nlihh di-il.-oed v.'iiious in- 
eiiiiaiitii s and iriegiilariue.s; tlrc'C were swept away 
by the h'lnante Act of 1S114, anil a simpler sy.stem 
of Estnlr PuH' w.is instituted. At the time of tlie 
])assing of tills Act the duties were collected under 
five distinct heads: 

(1) I'lvbiih- /I«/)'.~This was fust levied in 1^94, on 
pensonal estate only, .at Ss. on all piohates of ;^20 
and upw.'irds, it was afterwards raised to los. The 
scheme was often modified, and bee.iinc ultimately a 
graduated tax on all sums above at, ioo, rcsiching 3 jxir 
cent, at ;f,'iooo. 

(2) y.rf.rf)' Ihifr, introduced by Titt in 1796, was 
payable on legacies only, and not on retdty or pnj[x:rty 
pa.ssing under settlement: it was graduated on the 
basis of consanguinity. 

(35 Sumssum Duty was impo.scd in 1853 \Sy 
Gladstone on both real pioperty and .settled iiersonaltji.; 
it was calculateil on the v;due of the interest of the 
successor, and graduated accoiding to his relationship 
to the settlor. 

(4) Acmnt I^Hty was a special duty to secure 
payment on property which, by deed of gift, etc., had 
escaped the probate duty; ijwas adopted in 1881 by 
Mr Gladstone. 

'^3 
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(5) Estate Duty was an additional tax of i per 
cent imposed on both personally ami succession when 
the amount c.xc(cded ;£io,ooo; it was introduced in 
1887. 

This .scheme indicates the development of a tendency 
to tax accumulated wealth on some progressive 
principle The l''inancc A<t of iSr).] carried this 
principle much fiirllier. The uholc system of duties 
was revised. A single I'stulc Dutv v.ts imposed 
on all propertj' wh.ilcver, whether person.il or real, 
.settled or not settled; gradti.ilion was adopted in 
a scheme of twelve st.i'cs, commencing at I per 
cent on sums hetween £\<xi and and reaching 
8 per cent on ;/ii,000,000. .Sul)-cf|uent revisions have 
greatly augii'enfi'd these duties. The scale in 1914 
W'as from 4 i)cr cent on ;f,'50oo, 5 per cent on 
;i'l0,000, Opr cent, on /'.ao.riKi, on to eo |kt cent 
on ;£’i,ooo,Ovja The yield iii lyi.) w.is £2}‘,3fy,ooo. 

The Estate Da.'r is assessed on the aggregate estate, 
which often consists of many items and varieties of 
property; thus the total value from all sources must 
be a.scertained at once in order that duty may be 
paid, but in this process many difficulties arise, and 
inequalities are unavoidable A portion of tbe estate 
duty is paid to the Local Taxation Account, and the 
gitatcr part of this .sum is appirtioned between the 
councils of administrative counties and county boroughs 
for purposes of local expenditure* 

Legacies and Successions pay al.so a further duty, 
graduated according to relationship: children or parents 

* This was originally 80 per cent, of half the proceeds of the 
Trobate duty in England; miw.a corresponding sum is paid out of 
the Estate duty derived from personal property. (See also p. 165.) 
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pay 1 per cent.; brothers, sisters, and their descendants 
5 per cent.; otlfer relatives 5 or 6 per cent; and 
strainers in blood 10 per cent The I per cent duty 
is iiftt charged when Eslide duty is paid. 

*The incidence of the estate dut)’ is upon property 
which passes atdc.ith ; it is llieiefoie a tlirut tax upon 
the rcripiciit of llu: pioperty, and cannot he transferred. 
It has. hovieicr, icrl.iin iiidh-it eficets upon the dis- 
liihution, and i)o:.sihl} the pioduition of wealth: 
firstly, b} the ta.':.ition of capital it raises revenue 
which would have to be piouded by olhti means (as 
by taxes on income or coinniodilies) if the estate duty 
were abolislicd; secondlj', it may tend to check industry 
and airuinui..iion at .in c.iihi r stage by w'e.ikening the 
motives to effort in a very prudu.t'.e class, ju.st as a 
fall in the r.ite of inteiest is said to have a tendency 
to diminish tinilt aiat to reduce capital. Again, the 
duty which is pai.l out of a laigc estate at death may 
alfect the scale of the business in whiih it was invested by 
withdrawing capital, and thus it may check production. 
The duty also falls severely upon the familie-s in the 
case of small propeilics at a lime when their expenses 
are neces.sarily gre.at. This is an aigumont in favour of 
exempting small estates or reducing the duty onJbp 
smaller capital sums left at death. ‘ 

The estate duty i.s, by its natnie, an inegnlar sotjfce 
of income, yet it realises a f.iirly con.st.int amount on 
the whole, and h.is come to be coimteil upon with some 
assurance as a regular contribution to the annual 
Budget. The tax has gained jiopularity with the 
masses since it falls only upon the propertied classes; 
it has also the characteristics of a measure for altering 
the redistribution of wealth by the appropriation of 
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aepumulatud wealth. If, however, the scale be unduly 
hcav)’, it may hccume an inslruincnt of confiscation) and 
by inlrodiieiiifj insecurity it may S'Tiously discourajje 
accumulation, encourage ijifU inter vivos, and create 
evasion in v.irIous oilier w.iys. 

As formin;; |«irt of a coini'.i'iie system of ta.\ation, 
the death diilie.s, like the ils onie lax. tend towards 
the attainniciii of eqiinlily of s.iciinie sime they arc 
direct taxes lalling only upon classes who hciiefil by 
accumulated we.iith, while indited taxes touch wage- 
earners with sm.dl incomes more acutely. 

Professor llaslahle maintains that a death duty is 
in extra income-tax cajiilaliscd in rine sum; 

he finti'f f"' this view in iho growing pr.actice of 

insuring ''"“‘"'’t the reduction in value which the tax 
otheiwis " t° the recipient of the estate. 

■j-jjj. j,,fcath duties aflord the best examples of pro¬ 
gressive taxation, though the system of giaduation 
adopter-* ''“‘-■ssarily arbitnary; it is difficult, however, 
to ai'»i''*y tt'“ principle of piogression so as to secure a 
scale which shall he in all respects equitable, cither as 
regards the incidence of the tax considoicd by itself in 
its effects on different cases, or as regards tlic relation of 
. 4 ht. tax to tlie whole system of taxation of which h 
forms only ap.trt The fnllnwing figures [1913-14) serve 
to Illustrate the relative yield of the diffcrciil death dufe. 

1. Esl.ilc Duty on Property . ,1^21,^148,595 

2. IwCgacy ami Succcssmn Duly. 5,390,386 

3. I’mliate and Account Duty . 37.^92 

4. Temporary I'lstate Duty . , 29,553 

5. Corporation Duly . . . 59 i '’94 


Total 


. ;£27.i65.I20 
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Of .this sum ^3,013,323 was paid inlo fbe Local 
Taxation Accounts in relief of local expenditure. 

Tht' Inhahitfd Housr Duty is an imperial tax levied 
u|)dn the *occii|)aiits <1! houses, and icalises ahout 
£2,000,000 a yeai. It is the inulcin representative of 
the more a'lcieiit hearth and wimlow ta\es. The hearth- 
tax dates b,aek t<i h-uilal time.s, hut it hes ame a statutory 
tax in \(fi2, when I’ar'i.inient votisl it to Charles 11 . in 
lieu of certain other ta.\es and feudal lijyhts. Abolished 
in iO.S!v, It wa^ replared iji iCf/' hj a tax on windows, 
which survired until 1X51 Itoih ta.xcs rested on an 
assumption that a lest of ability to psy was to be found 
in the .si/.e of the house, ol which the nii nlier of 1 K^fths 
or windows formed an index. They v/v ^ found 
objectionable a.s Inaving a tendency to cut d. these 
utilities; they pl.iced a chart,e upon prime n- gjassaries 
of life, lit;ht and warmth, and the limitati 
induced were injurious to health. 

The Inhabited House duty was first adopted in'*' j-yg. 
it was repealed in 1834, but was ag.ain reimposed 
the occasion of the abolition of the window-tax in 18JI; 
it is now exacted upon all houses and business premises 
of a letting value of £20 and upwards. A reduced 
scale is applied to businc.ss prcmi.sc.s, registered lodglij^- 
bouscs and farm-houses. The tax is gniduated oit a 
progressive scale; 



rcDtal, 
&n>> iMt «x< 
0 etluijr 

Atiovc /4« 1 
rental 1 

Above jC4e| 
renul 1 

Houses, residentltA 

I-' 


9 d. 

PubUc Houses, Farm Houses, and 

1 



Business Premises . * 


4 d. 

6fi. 
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It has been held by Mill and others tiiat house-rent 
is practically a voluntary statement of income, that it 
represents a fairly unilorru pruporlim of incoihe, and 
may thus coir.litute a f.iii lia.-i-, fur taxali'ai, Hduse- 
rent dtx’s piob-iMy furni a iii-i'l aj)iiiir|iri,iti; basis for 
local tav.itiiiii, since tiv expcjirlitun- uf intes confers 
an equivalent in local seivici-s ehiih aie jiroportionate 
in some dei;re(; to the ciiai.no-r of the house, but 
house reiit is not notes',.eily a tiue ciiluiou cither of 
income or of ability to ptv n.itional tii.N.ition. Houses 
are selccttsl on other consult Miions, aitli as ideas of 
health, si/c of family, (h.<ailei of omjiloyment and 
in t> (.'orlain jKisiimns ii, li e of a mole or los, [mblic 
hefina'*', swii as that of a nioilital man, demand a 
insurinp I less; and of necessity a mmb laiy.cr proixir- 
otherwisincome is cxpendai on rent bv the classes in 
The J^nm'tlaiices than by tbosc ivbosi poiition and 
Cressivicmities of employment arc not inilnented by 
adopt'accidontal coiubiions. 

to Again, Ihi' iliity does not discriminate between the 
proportion ttliitli house-rent beats to income in different 
localities, town and country, the metropolis and other 
towns. A rich employer may be abie to obtain an 
fii^ellent and commoilious villa many miles from town 
for a smaller lent Ilian would be paid by one of his 
clerks or employees who must reside neai his work, 
and who conscxjunitly jjays a larger house-tax. For 
similai reasons the excm|it!un ol alt houses with a 
rental nut exceeding £30, in town and country alike, 
touches different classes and incumes unpqually, 'Again, 
the House duty cannot be assessed on countiy mansions 
in any degree proportionate to the value of the property 
or the income of the owner. Furtlier, the duty falls on 
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a first necessary of life, and with special severity ijpon 
the.pdorer educated classes in towns, who either feel 
corapeHcd by Ihcir iiosition to sjiond a relatively larger 
proportion ’of their sriiail income on hmising, or do 
so Ixicause lli(*y realise the iintxTtanct of providing 
healthy homes for their families. Us tendency, there¬ 
fore, is to chr<k the inv»‘‘.lm('tit of <.a[)ilal in a form 
which is nio-.t tlesiiablc in llie interests of tlio com¬ 
munity, while i‘ im)-*sts a peiiaKy upon one of the 
most cominendahlc forms of family expenditure. 


FINANt'K AtX’Ol'VrS, 0)14. 


Laud Tax 

iNCo.Mi 'Pax, .ijjpioxiinatc yicM- 
Sclicilulc A.—Lumls, 1 Vncineiil>», ctr. 

„ K. —Oi.i.p.ition (»f 't’enc- 

nlC^t^, oir. . 

„ C.—AimuiMi s, Du'ulpuil',, tti. 

„ \) ■ I’lulr.Mnn 'I i.uK'S clt. 

„ K -I'uhhc Ofl" ca, rli.. 

Supei Tax ..... 


£^f»i 


10,304,000 


214,000 
2,8<’»7,ooo 
27,2%000 
3 ^22^000 
_ 3 i 339 »a» 
,^47,241,000 


From 1907 Income has been Jiflt'ipnti.'ited .'is “ earned® "Or 
“unearnH,” the lonnci class of Iiuomc at a lower j’jle 

ap to u innxmiiitii Ituoine of /^3fJoo, above this amount ill 
Income pays at the In^liei latc. 
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INDIRECT TAXATIiiN—TAXES ON COMMODITIES 
AND ACT'S 

In most countries a considerable revenue is derived 
from duties H|Kin goods (consumable wealth), imposed 
at some stage or otiur in their progress from the 
condition of raw inatciUI to final consum]ition. 

In modem times such taxation is levied in various 
ways: (l) by din-ct duties on ownership or use, such as 
the taxes on carri,v;es ai d guns; (2) by duties on the 
article at its production, like the excise on beer and 
spirits; (3) by duties on imports and exports at a 
frontier (customs); or (4) by means of a State monopoly 
of the manufacture and sale (tobacco in Trance and 
Japan, and opium in India). To these may be added 
the antiquated tolls and market dues on sales or on 
ttatiJt Tax.Ttion on consuviplion was in its early 
forms mainly direct, and was exacted from persons 
possessed of “ movable wealth," which was evidence 
of their ability to pay; it was also imposed as a 
charge upon enjoyments and the display of wealth,* 
or as a sumptuary measure for the repression of 
extravagance. 

'* The tax on watches and clocks introduced by Pitt in tyfy 
aeady mined tlie industry, and was repealed in consequence the 
foUowihg year. 
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Undfr the complex system of production which 
is the 'result of modern pro"toss, taxation on con- 
suuptidn is effected mainly by duties on commodities 
whidi arc mdircct, and can y.oneially be shifted to 
tKe consumei. 

The few ilirecl taxes on expemlitiiie li.i enjiiymcnt, 
such as duties on i.11 iiaiics, do,;?, ;;uns, inah'-sti-vants, 
and armorial bear. 1,;.-, are now paid as Ikcnces. 
Some of tliese, li'ac the carria>;c tax, may indirectly 
aifect the industries ujiiceriieJ in the proJiieli-m of the 
taxed commodity; tlieir tendenej' would 1« to limit the 
number,? in those emphiymi iiL? if the taxes were heavy 
in amount The direct taxes on enjoyments, which 
are mostly survivals of sumptuary dulie.s, yield to 
the Treasury rehilieely a small amount; such duties 
belonged to an earlier and .simpler period, wlicn industries 
were smaller and modern sources of revenue were not 
available. 

Tolls and maiket dues are of remote origin; they 
were charges for the privilc;.;c of trading in a certain 
locality, and for the use of roads and convenient places 
for sales; they fell ultimately on the co.st of commodi¬ 
ties. Similarly, licences lor the privilege of carrying 
on certain industries, or for selling cetlain gooys 
(beer, spirit.s, tobacco, etc.), ultimately resemble in thfjr 
effects and general incidence a tax upon the articles 
themselves, while the)'also tend to restrict the number 
of producers and dealers; their chief recommendation 
is that they effect a kind of police registration of the 
persons* engage^ in these employments, which is 
desirable in the cases of occupations such as those of 
hawkers and pawnbrokers. . 

There is much force in the view that the most 
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appropriate use of licence-duties in. modem times is 
in the relief of local taxation, for wtiicb purpose 
already a lai^ proportion is paid over by the Govern¬ 
ment Subject to the control of the State over tbe 
number and class of articles and the rates which 
should be adopted, taxes of this class miyht be assigned 
altogether to local purjioscs. 

Monopolies and patents granted as privileges by 
the Tudor and Stuart sovereigns formed an arbitrary 
and irregular kind of excise, yielding small revenue 
to tbe Crown, and benefiling mostly the monopolist 
at the cost of tbe consumer. Stale monopolies do not 
now contribute to British revenue, unless the Post 
OiHcc be so regarded; but in some European countries 
the tobacco, match, and some other State industries 
constitute a regular source of revenue. 

The prevalent methods of taxing commodities are 
by excise and customs duties; these are alike in their 
general economic result, which is to raise prices. 

Customs Duties are a very ancient form of taxation; 
traders entering a country were charged a toll at the 
frontier for permission to enter; the tax was a kind 
of payment for the privilege of trading, for safe passage, 
‘and also for the use of roads, etc. The assumption 
^as that the incidence was upon the trader, who, how¬ 
ever, recovered the tax in the sales of his merchandiser 
In England tolls or port duties, both on imports 
and exports, became very early a regular source, of 
"customary" revenue; and the duties were paid 
originally in kind, one cask of wine dut of a 

cargo of ten. They were afterwards converted intd 
regular money payments, . 

Frisage, a duty on imported wine, siias pMd to 
7 * 
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Richard, !■; John received also import duties on wool, 
saltiSnd 6sh, and export duties on wool and leather, at 
established rates. 

The wars'of Edward I. and Edward III. added 
to the tolls on merchandise called “ Ancient Customs.” 
The permanent revenue of tlie Crown from these 
sources was fixed by the “Statute of the .Staple” in 
1353 to consist of (i) the Ancient Cu.storas on wool 
and leather; (2) the New Customs levied on formgn 
merchants; (3) prisage of wine imported by native 
merchants, or timn.ige paid by the foreign exporter; 
and (4) poundage on goods imported or exported. 
In 1329 the customs were fanned for £20 a day, 
and yielded £6260. In 1411 they were estimated at 

30,000; at the acces-sion of James I. they amounted 
to ;Si27,ooo; by 1650 the yield was ;£5oo,ooo, and in 
16S8 it had risen to £1,000,000. In 1671 a Board 
of Commissioners was first appointed to manage the 
customs. 

Under the influence of Mercantilism, impart duties 
were increased and exports were encouraged, with 
the object of securing a favourable “balance of 
trade," meaning a net import of gold or silver. In 
course of time this system developed into a poUt;^ 
of employing import duties to protect and foster 
home production. This practice led to retaliatidiT 
and tarifif wars between countries, and thus the pro¬ 
tectionist system was strengthened and came to be 
regarded as a patriotic policy. Customs duties were no 
longer regarded purely as a source ef revenue, but as 
instruments for attacking the trade of foreign countries. 
This, doctrine held sway in i|ngland until 1846, when 
tte Free Trade agitation ended in the aboiitiort of 

n 
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th« Com Law;. Meanwhile, a vast machinety for the 
administration of the customs and the repression of 
smugglinp had been called into existence, which by 
its cxiiense ^jicatly curtaili'd the net revenue derived 
from the taxes. Tlic oie^ii .il ;um of a customs duty 
was lost sight of in the dchisive p.itrii'ti.'-in of “striking 
at foreign ti.v'e," and ‘.Mipiwling home industry,” and 
retalialing on the foieigner. I’itt coninieined, in 1784, 
a reform of tiv eo,noliciited .system of nistoms and 
excise by simplifying the methrsls of collection and 
rerhicing the tixes, but the oulhicak of the war with 
France led to thcii leinuxi-ition arid inciease; high 
duties were pl.xced on all consumable articles—raw 
materials, food stiilfs, and manufactured articles; at the 
end of -the war about icoo dtff.-icnt articles were taxed, 
of which the majority producc l little revenue. In the 
year 1800 imjiorl duties yielded .^8,144,380. At the 
peace of 1815 the income-tax w.as rc])caled, but the 
duties on consumption were retained, and the pro¬ 
tectionist doctrine was reaiTirmcd by the imposition 
of a duty on fsreign corn, arranged on a scale so as 
to preclude its admission into Great Itritain until home 
prices reached iios. a quarter, 

““"■rt petition from the merchants of I-ondon in l820 
for free trade was the first step in introrlucing a fresh 
period of rcfirm. lictween iSayand 1S26 Huskisson, 
who w'as the President of the Hoard of Trade, reduced 
many duties, .simplified the code of customs, and so 
regulated the duty on com as to lower the tariff price 
limit to 73s. A .'nancial crisis arising out bf over- 
speculation, however, checked the movement and sus¬ 
pended fiscal reform for some years. 

Itf 1841 the task was resumed by ^ir Robert Feel' 
80 
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the tariil then included duties on 1150 aiticles, t\ie 
majority'of which were unproductive, while some, by 
their jMohibitive character, yielded little or nothing. 
I'ejl pcr.sistenlly aimed at simplifying the method of 
taxation, and at reducing the cost of collection. He 
abolished pioliibitire dutie.s reduced considerably the 
dutic.s on raw mateii.als and partly manufactured goods, 
and in a le.ss dcgiee those on manufictnres, and as 
a means of tiding over the period of reform he re¬ 
introduced the income-tax. 

Peel's jMlicy was a definite advance low.nds free 
trading, although he letaiucd the duty 011 com, re¬ 
garding agiicultuie as a national industry of special 
importance. His complete acceiitance of free trade 
followed quickly on the Irish famine of 1S45; the 
Corn Laws were repealed in 1846, with flic e.s-ception 
of a registration duty 011 coni, whicli survived till 
1869. An Act for tlie abolition of the Navigation 
Laws was also passed and came into o|,eration in 
1849. 

The reform of taxation was continued by Mr Glad¬ 
stone, who compleferl the establishment of the free 
trade principle, and also removed several vexatious 
forms of excuse, including the duties on buildtiigo 
materials (1850), and on soap (1853). He repealed 
the special taxes on advertisements in 1850, ini 
duties on iicw.spapcrs in 1855, and on paper as a 
material in 1S61 ; biiUer and clicc.se were relieved in 
i860; the tea duty w’as lowered from is. to 6d. in 
1865, aitd hops 4vere freed in l86>; the sugar duty 
was repealed in 1874, and the malt duty was converted 
into a beer duty in 1880. , 

Briefly, the chief outcome of the fiscal legislation of the 

li 
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nineteenth century was to rentier the British tariff 
purely a financial and economic system. ' Customs 
duties are now non-protcctivc, and are coflcctcd on 
only about a doren difleienl kinds of arlicles.' They 
are derived mainly from Iu.muhs, arc economically 
levied, and arc very productitc. Thc.'C effects are seen 
in the returns of the retenue from custom.' in 1913-14 
The chief yield (;4iS,2Sp,ti03) is fnnn tob.it co; wine, 
spirits, and beer giie Syo.i/.i: tea j iehls 507,729; 
sugar, ,^3,27S,5.j.t; colTee, coca.i, cuirants, raksins, figs, 
etc., contribute ;ti,075,9>‘'; a few other items ])ro- 
duce aliout /i'430,Cioo, making a total of ;6'3;,0O8,K9O. 
As a group of tascs levied on articles tif ordinary' 
consumption, mostly above the rank of necessaries, 
these customs duties can lx‘ relied npon to piovide 
a fairly steady revenue, any f.dling off in the yield 
in one direction being usually roin[)cns.ited by ex¬ 
pansion in other direction.^. The total volume is, of 
course, subjett to moderate fluctuatioius, arising from 
the causes which affect the general prosjieiity and 
consuming power of the nation. 

A few items in the last call for .siiccial comment. 

Under the pressure of war the duty on tea was 
raised in 1900 from 40!. to (id.; increased in 1904 
to 8d. |jer lb.; in 1914 it stood at 5d. per lb. 
•'The duty on sugar (rc|)caled in 1874) was rcimposed 
in 1901 on a graduated scale, varv-ing from 24d. 
to 5od. per cwt The tax (1914) vaiies from rod. to 
22d. per cwt., according to the degree of polarisatioa 
Sugar is a necesary article of diqt, and tt is also 
an important raw material in the manufacture of 
jam, pickles, beer, and blacking. The average annual 
consumption of sugar in Great Britain amounts to 
Sa 
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nearly go lbs. per head, and the tax involves therefore 
a real sicrifice. There is something to be said for a 
duty,on .sugar in Great Britain, as for a salt-tax in 
In(lia. Adam Smith regartied a tax on sugar as a 
dusirablc tax, aud one uliich should be retained to 
touch the lowir classes, and it certidnly succeeds in 
reaching the classes who do not ti.iy income-tax. Also 
sugar is too lailky a comimslily to induce smuggling, 
and, as it is an article of guieial consumption, a small 
duty' upon it raises a consider,able revenue. 

During tile seventies there was much agitation for 
“a free bie:ikra.st table,” 01.11 is, the removal of duties 
on tea, cofTec, and cocoa, as well as on sugar. If, how¬ 
ever, tliesc indnect taxes be all abolished, some other 
means, such .is an extension of the income-tax, will have 
to be devised to reach the clisses who might otherwise 
escape taxation altogether; for the sound maxim that 
all should contribute in some degree to the e.xpense 3 
of government must not be forgotten.* The duties on 
intoxicants do not touch abstainers, and the tobacco 
liuty cannot touch non-smokti.; me time seems hardly 
ripe for the remission of all (Jlher indirect taxes, since 
it would require a inuclt higher standard of public 
morality than that yet attained to secure that all 
contributed eqiiit.ibly by dirc'Ct methods alone. 

■ This aigumrat assumes the duty to he paid on .ill sugar alike; 
the question of bounties and the effects of the Biussels Sugar 
Convention are not here undei consideration. 

* Professor Jevons insists;—“The more carefully and maturely 
1 ponder ofer the prqhlem of taxation from sWi ions points of view, 
the more convinced 1 always return to the pnneipte that all classes 
of persons above the rank of actual paupers should contribute to 
the State in the proportion of thdir incnmes.”—“Principlcf of 
Economics,” a k'lagpent, published 1905. 

8J 
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(s) The reimposition of a duty upon imported com 
in, 1902 (repealed, however, after one year) was in effect 
a return to iwotection, and liad not the same dc/cnce 
as the sugar duty. It was .‘.upiauled by the argument 
that the lax would “broailcn the basis of taxation”; 
but without dmi1)t a tax on bread, which is the 
chcapc.'-t, most common, anil mo.t nouri'.liing food, 
must fall with greate.st scveiily ui»in the poor, and 
it has neccss.irily the defect of all duties upon imported 
articles which can also be produced at home. Such 
taxes yield a revenue only on the imiiorted jioilion 
of the sujrply, while they raise the cost of the whole 
supply; the consumer pays a higher piice for all, 
while the tax is derived only fiom the imported 
portion. Taxes which prCKluce this result cost the 
community much raoie than they yichl. I'luther, they 
always tend to Irecoinc merely [mitcetivo duties, shield¬ 
ing the industries they favour from foreign ccimpetition, 
and benefiting only the [Xirsons direclly interested 
in those industries, while indicting a burden upon 
the whole communitye Moreover, they maintain less 
efficient modes of production by removing tlie stimulus 
of healthy competition and thus guaranteeing the pro¬ 
ducers of Uic protected article a monopoly in their 
pwn country; tlicy are, in fait, devices for keeping 
up artificial prices, and are wholly ineffective and 
uneconomic as taxes for revenue. 

This is not tlie place to examine at length the 
arguments for protection, hut it may be pointed out 
that imirorts ari' bought with exports, and that 
they cannot be obtained without the payment of an 
equivalent in some form of goods or service. It is 
the tyghest interest of a country to employ its capital 
84 
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ind labour most efficiently, in the industHcs .for 
wliicii k is best adapted by its natural conditions and 
the skill of its people; with the products of these 
industries it ban juiruQsc ahtoad the commodities which 
it* can produce less clficieiitly I'lee trade is only an 
application of tlie .‘■implc and obvious piinciplr that 
the most efficient morlfs of production yield the lary.’est 
wealth. And the richer the comninnity becomes by 
adopting the most effieit at mctliods, tlie belter will it 
be able to contribute to taxation in other way.s. No 
duty wliich is piotcctirc in its operation can become 
a productive revenue-tax; the two aims arc incom* 
patible. In so far as a tax protects it yields no 
revenue, and in so far as it yields revenue it does 
not protect the industry. 

Import dutie.s, as a rule, fall upon the countries 
which impose tlicm; the only case in which the foreign 
producer could be compelled to pay tlie whole duty 
would be where an imiKuiing countiy is the sole 
market for a commodity which the exporting country 
must continue to produce; such a case is rare, if it 
exists. Countries are not generally so restricted in 
their industries, and, moreover, exporters have die 
whole world for their maikut; and when tlieir formgn' 
market for a pioduct is made unprbfitable in any 
oiuntry, they seek other outlets for their energies amf 
commodities. Thus their trade is diverted to other 
countries. Al.so if a country attempts to exact toll 
from a customer country, the latter most frequently 
tetaliate»by otli^ duties, and the result is detrimental 
to both. An expensive machinery is set up in both 
countries for endeavouring pa extract duties from 
each other—a game of mutual waste and futility, 
’ ij t’l 
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destructive of trade and protluctive of mutual ill- 
will* , 

Import duties and excise duties ate alike taxes upon 
consumption; rhey are at preiiiit very' convenient 
metliods for iid' nig pari of tlie revruue of countries, 
but they .should he cinpi'ned purely for revenue, and 
the sciur.u; of duties should l.>e caicfiilly ordered so 
as to be ec(.t]ouiic in colie(ti'>n, po>i’uiti\i‘ in every 
case, and well balance.!, .'iini the) diouid not be 
imposeil u|)on priniaiy mu-^saiics of life. 

The lantla of nnsst eoni.tries .aie not desevned purely 
foi revenue, but with a vie.v to tlic piote'.tion of home 
industries; yet, in the removal of bairiers between 
different spites and the extcii.sion of tlie ansis of 
common taxation in many counliii s, it is hojied that 
the loss fioin prolei live taxali.m is lain;; icalised, 
and that ultini.de'y llie.c injurious systems may 
dis<ippe.ir. In tin- h'nited .Sl.ites protective duties 
are not pcimitlul to be levied by one .state against 
another; cvciy new aiea admitted into the union is 
brought under the comns n t.arill. licrmany has c.\- 
tended her Zollvciein, so as to make' the Customs 
Union commcnsniatc vvilli the emia'ic. The Australian 

Tlic tlTicts of ulalialion aic welt illtislnuetl by llitee com- 
paiatively leveal buiopcau Uintl wais: 

' (l) Between Krani e and Italy fur the years lO-yS: during the 
first eight yeais I'lemh euninicice with Italy felt from 499 to 240 
ttnillions ol fiancs 

(2) Between Gemiany and Russia from 1892.95; in this interval 
German trade with Kusva fell fioin 723 tu 487 millions of marks. 

(3) Between Kranee and Switzerland from 1,892-95; die trade of 
France with Switzerland was reduced from 337 to 180 millions of 
francs. 

In all these cases commeica began tu revive immediately after 
teudluion was abandoned. 
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Commpnwealth has replaced the customs of the several 
coloniof by one general tariff. Other statc.s, France 
and Italy, hare removed restrictive duties within their 
arras. Even the moiemont fur a llritisb Imperial 
Customs Union lias ti c one merit of .secUing to 
remove the inipcdinionli to Irjdo which exist between 
Great llritain and her roionh s. alihoiigh by some 
methods proiioscd it would infict a greater loss by 
setting U[i re tiaints on commerce with other countries. 
These inovenicnts so’in to |)oint to a period, however 
remote, when the weald will liecomc one economic 
area for trade, when n.dions will only impose taxes 
on imjiorts for economic purposes, and will avoid the 
waste and expense whicii ensue from tlic prevalent 
tariff sv-stcins, 

Exp^'rt Dufies formed part of the “Ancient Customs,” 
and were a featnie of the old system of taxing the 
operations of tiadii’o for pui|ioses of icvtmie. Export 
duties appeared definitely in England under Edward 1 .; 
for several centuries duties were Icviid on exjiorts of 
wool, hides, and leather, and later upon manufactures 
of wool and linen, and also on corn and coals as 
" Customs Outwards.” The tax on cxixirtcd wool was 
levied with the further object of ki oping the raw 
material .at home to encourage the woollen industriesj_ 
The Mercantile theory, wliith favouicd exporting wifh 
the idea of obtaining a balance in money and even 
gave bounties on oxgiurts with tliat aim, did not succeed 
in suppressing tlic.se duties, and it was not until Peel’s 
reforms'of iS.)e that export duties were removed. 
The duty on coal was retained until 1S45. Export 
duties do not .agipear ag.ain in the Jlritish tax ss’stem 
until 1901, when the cual duty was reimposed at la 

n 



INDIRECT TAXATION 


[chat. 

per.ton to aid in raising funds for the South .African 
War. This duty, repealed 1st November igo6,/realised 
in 1904-5 the sum of ;£'2,oS2,774. It is a matter ol 
much difliciilty to determine with accuracy the ultimate 
incidence of this jjarticular export duly; the burden 
has been variously assigned to coal-owners, miners, 
shippers, and foreign purclioscrs. 

In the case of an e-sport duty on a commodity of 
which there are other sources of supply or for which 
substitutes can be obtained, the rise in price consequent 
on the export duty would induce foreign customers to 
seek for supplies from other competitors; this would 
reduce the exjiort of tlic country imposing the duty, 
and the trade would cither suffer a loss in reduced 
business, or bo compelled to pay j^art or all of the duty 
by lowering the price to the ft'rcign client. In cither 
case various classes, directly or indirectly interested in 
the industry, w.ruld be affected adversely; meanwhile a 
fail in home prices might stimulate the home demand 
in a slight degree. If the tax imfjosed be so small 
that the rise in price does not influence the foreign 
demand, the foreigner may pay the fax. But it must 
be remembered that the foreign suiiply-market of any 
cbnntrj’ for an article which is not a monojroly is wide, 
and, in fact, may comprise the whole world outside 
tllat counlT}'; competition over so large an area will 
stimulate production in other countrie.s, and render it 
difficult for any one country permanently to extract an 
export duty on an article of common production from 
all its customer-comitries. If such a plun were^xissible 
no single country would be allowed to monopolise the 
privilege, hut the practice avould be adopted generally; 
this, 'nowever, is aburd. No country c^ compel other 
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countries to pay its taxes selling to them its 
ordinary products at an artificial price. 

The only case in which a country can recover an 
export duty'from a foiciyn purchaser is that of the 
monopoly-supiily of a necessary, iir oi an article much 
in demand, for nliich there is no sub.stitute. In such 
a case, if all the produeer.s in the taxing country 
combine to put up tlie price so as to cover the tax, 
the duty m.iy he obtained from the foreign bu}cr; if, 
however, Ihei c be conn>etition for the fort ign trarle in the 
taxed article amongst the stl!.;r.s in the taxing country, 
or if the fon igner can redme his demand, [lait or all of 
the tax will be paid by the e.xporting countiy. 

As rngaids I’.ritish steam-coal, it is imfio.ssible to say 
with ceitaiiity on ttitom an exp rl duty would fall; the 
circumstances which govi-rn its demand abneid arc ex¬ 
ceptional: it is said to posse.ss monopoly value by its 
peculiar giialily, and as the diinand is main’) for naval 
purposes the foreign im|!oi ter wouhl prolial It pay the tax. 
India reccntl) alTouIe<l a good e.xample of lovemie derived 
from a monopolLscd export, \iz., a superior o|iium pro¬ 
duced under regulations which remleicrl it a gosernment 
monopoly. India had peculiar advantages for its pro¬ 
duction, and there was a Lirge demand in China,*at a 
price which yielded a profit to tlic government; China 
was the chicl customer, and she accordingly paid tlfe 
duty. In 1507 the British Government, on moi al jpoiind-s, 
adopted a policy of gradual reduction of tlic opium trade, 
which has been so successful that the export ceased in 
1915. During Uie fifteenth centurj’, at the period when 
British wool had a mono|K)ly value and was greatly 
in demand in Flandcr.s, thf export duty on British 
wool was doubtless paid by the Flemish importers, 
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but they recovered it in the price of their exported 
cloth, which had tiicn a gicat reputation, ^amphor 
from Fornio.s!i, and cinnamon from Ceyion,^. are 
examples of mono[xilic'i, which may yield a revenue 
by means of an export duty, lhazil imposes an 
export duty on cohie, Chili on nitrates; owing to 
the circumstanees of pioduc'ion of tliese articles the 
ihilies are pruluhly paid by imp..]tcrs. In the case 
of ordinary ni.iterials and mamifactuies an export 
dutj’ raising [iiiccs would soon d.rslroy the export 
trade by transferring it to rival countries | this method 
of raising revenue is therefore avail.ible in but few 
cases, and lhc.se are cases of monopoly. 

Exihc Duties are a .systi m of inland duties impiosed 
upon articles ot consumption. They aic indirect taxes, 
upon home proi'ucts. iritiodneeil into the Knglish fiscal 
system under the Long I’ar'iameiit, end copied from 
Holland. The term cuise lilerally implies a portion 
cut off from a coinni'slity, and suggests that the 
State ill effect t.ikes tin’s pnrtioii for its sliare. In its 
modem use, the tcim excise is applied to all taxes 
on comm(.Jiti'’S ptoduced in a eonntry, in contrast 
witli the aiiloins duties which are levied on goods at 
the •I'lonticr. The excise was adopted in 1643 to 
raise funds for'tlie Civil War; it was imposed first 
3 n beer, cider, and [icrry, and later on other con¬ 
sumables, food and clothing. The tax was retained 
at tlie Rcsloralioti, and was extended to many kinds 
of gotKl.s. Ill his celebiated “excise scheme'’ of 1733, 
Sir Robert Walpok: included mucli n^re than excise 
duties. He soiiglit to reurgani.se both the excise and 
customs duties and to cf^pet economies by simplifica¬ 
tion land co-ordination, to put a check on fraud and 
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smuggling, and by providing bonding-houses for ware¬ 
housing ' imjwrts to remove obstacles and encourage 
trade; the scheme was economic in aim, and tended 
in tfie dircclion of fice [mrts and free trading. His 
projected refi.rms were del'.Hid. Iiouever, by political 
opposition and inisiepre-seatalioii, and fiTtlicr attempts 
at financial icl'irui were deiayeJ until 1‘ilt's fiscal 
measures were imrodu.'id. The esd-.e pioper, which 
atone time was iinju'ScJ on many i l.asses of materials 
and good.s, is now levied .ilniost cxclasively ujain 
intoxicants, and a customs duly u|»>n any im|mrtcd 
.article which c.iii be picxlutcd at home Is met by an 
equivalent excise on the home piodiiit. The yield 
from iidiind icnemie on spiiits and beer in 1914 was 

With tile Excise or Inland Kevemie .ne also incindtal 
the Hm/.i'.rr (.(,'-’M''i,3'iS) and the levenue from 
Licences (i.) for dojjs, e.irri.igi;s, gniis, gao’e, male 
serv.uit.s, armuri.d healings, and (ii.) fc.i permission to 
follow certain uccnp.ition.s • —tho.se of pulilicans, brewers 
and distillers, toluceo dealer.!, .inctioncers, pauu biokcrs, 
dciilcrs in gold and silver plate, hawkers, ])edl.ar.s, etc. 
The total amount yielded by licences in 1914 was 
Of this sum only a sin.dl part Trent 
to the account of imperial rcrenue, far the larger pro¬ 
portion being paid to local authorities in aid of local 
taxation. 

The genera! result of an excise, .as of a customs duty, 
is to impo.se an indirect ta.; on the consumer to the 
amount «f the r|pty. Hut there ant secondary effects, 
and many taxes have been repealed not so much on 
account of the pressure of the duties as on account of 
their indirect effects upon industry. If tlie charge be 
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made upon a process, or at an early stage in the 
manufacture, or upon a material or agent, it invjilves 
additional exitose to the producer, which will become 
an element of cost to Ik; recovered in the sale; heikv it 
isanccouumk th e dulkxincomiuoililiesshoutd 

be lc\ie 1 only on the linMicl article and never on 
the raw m.iti.jml. 'l.ix.ition 'l.ould toiuh prmluetion as 
lightly as possible, and sliould hi.illicr hti.lc tin; industry 
nor tend to ni.il.e it a inonopuly. VVlicii a ihoicc has 
to be in.ide bc|iuen two t.'i.'.is, the atliele which 
stimulates indu.tiy .liordd be exempted 

The aim of taxation is rcsenue; by confining indirect 
taxes to few articles the cost of collection is ilnninishcd; 
the selected ai tides should be, however, suificient in 
number, ami of such a kind .as to toucli all clas.ses, 
and to reach in a moderate degri'C those who do not 
contribute to dio ct taxiition. The articles suit.ablc for 
taxation vary with the cirrumslaiirrs of a country and 
the habits of the people, ua and coiTee, ixvr, spirits, 
and tobacco' arc very snitalde connnodities in Great 
Britain, while a sall lax is almost the only form of 
taxation which can touch the masses- in India. The 
rule that neco.ss,aries sliould be free and that indirect 
taxes should fall only on luxuries is thus a counsel 
of perfection not alw.iys attainable; in a country 
yhere three-fourths of the population con.sume no 
luxuries, the m.ijority can only be taxed through 
necess.irics, and in tlie.se circumstances there is no 
hardship in such a tax. 

There is always a limit to the productivity,of any 

Immodeiatc smokers and drinkers conlribute heavily to taxa¬ 
tion; the consumption is of luxuries and it is optional This 
taxation raises revenue hut imposes no economic burden. 
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particul^ tax; by this is meant that a heavy tax 
may" reduce the revenue-yield by discouraging con¬ 
sumption. The point of profitable taxation is a 
gjatter of importance to Ik! a-sccrtained by govern¬ 
ment; financiers by experience become able to fore¬ 
cast the probable effect of a small addition to the 
duty upon an article; this is not by any means a 
constant proportion, since the elasticity of demand 
is variable, and much depends upon the state of 
prosperity and the habits of a people, while the con¬ 
ditions of tiade are also subject to many causes of 
fluctuation. 

The method of ad valorem duties or taxing com¬ 
modities ill pro|iortion to value is de.sit.ible; but it is not 
easy to carry out, and it is not adopted to any extent 
in Great liiitain. The tax on tea, for example, is at 
the same r.ate on all qn.alitics alike, while an ad valortm 
tax would he rated according to the quality of the tea, 
as expressed in price per lb. It is objected tlial since 
a uniform tax per lb. is heavier on the cbe,i{icr qualities, 
therefore its incidence is gre.atcst on the poorer classes 
of consumers, and that the tea duty inflicts an injustice; 
but the practical difficulties of ad valortm taxation are 
so great that it could not be applied to tea witfl any 
approacli to justice or economy; thh attempt would 
involve great expense, would lead to evasion, and would 
favour tlie consumption of the inferior kinds of tea. It 
must be recognised that no single tax can secure equity, 
and that in the Ilritish system conqx-nsation for this 
defect is found* in the aggregate of the taxes; those 
who pay relatively most on tea escape direct forms of 
taxation altogctlier. In som;; cases an approximation to 
taxation in proportion to value is possible—c,;:, Spirits 
« 
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and beer arc graded according to their strengt(i, which 
can be easily tested ; simiiariy sugar pays according to 
the degree of saccharine niallcr. 

' i • 

Taxes on tlie tr.nnfcr cf wealth are taxes pn 
actions or pio i;-.ses; they are an interfcre'ice with 
the fieedoui of business and exchange, and so far 
tend to chi ok activity and impede progress. They 
may in sonic in.itani.es be regarded as fees for 
services rcndeicd, Init in most cases they ate a tax 
on the movements of capital, and fail on a limited 
cla.ss which is very active .tnd very productive. They 
arc dcfciidid as “not felt," as faliiiig mainly upon 
speculative profits, and as not being sutliciently heavy 
to interfere matcihdly with trade. They are con¬ 
venient in collection, and the yield is .such as not to 
attract grtsil altcmioti, vthilo their tncidetii c is upon 
the accuinul.ited vivalth of the comfoilaijlc classes; 
thus, though thej- cannot be treated a.s a large or 
imporlaiil factor in taxation, tliey may, if not 
excessive, contribute something in a composite system 
towards eqiiitabie distrihiitinti of taxation by imposing 
an additional cliaige on wealth. In so far as they 
restrict transfer they inteifcre with efficient action 
and ’may influence the direction of investments of 
capital; tlie ineldence aceoiding to circumstances at 
*Tbe time may be upon cither the buyer or the seller, 
or it may be shared. 

Stamp Duties arc not a .special class of tax, but a 
mode of collecting various kinds of revenue by a process 
of registration. Thiy are duties upon documents or in- 
• struments essential to render certain proceedings legal 
This kind of taxation i,s sometimes self-collecting, 
sometimes effected at a public office, and it is 
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enforccfl by requiring the .stamp record for legality; 
auch taxas are easily graded on an ihl vtihncm basis. 
Sla;np duties arc iinpfM'd on dilli'iciil kinds of acts 
.j-the sale of smasssion to estates, deeds 

of gift, least's, si'iticminth, iilc iiisumnLCs, luntracts 
of many kinils, .ericina i.ts, sale of ‘.look and shares, 
etc. Stamp duties arc aks-t (jaid fm Inenees gianting 
{tcrniission to ii ilow v.iumus occupations-, those of 
soliiitors, banlc.', toiney.'n. irs, etc. This initial 
oiitiay Icnd.s to liinit the miniiKis entetjng tbose 
professions; it is an ekimnt of ex|iei'se, and becomes 
a factor in die chaii',e.s for the sersiies of those 
classes, iiml thus ultim.itdy falls on their clients. 

Staiii]i duties were copsd front liolliind in 1694. 
They were much e.slended duiin;; tlie following century, 
and esjiecially at the time of tlie \t;n with France; 
modified and consolidated after 1S15, tliey wcie revised 
and improved in method in 1853, ulisii Mi (ikidstone 
adopted tlie (jenny iceeqjt staniji. Tlie .system was 
again siDi(ilified and reduced to a code by the Stamp 
Act of 1870. Tlie various stamp duties now yield 
almost ^To.ocio.cxx) [ter anntini, and afTiet a consider¬ 
able list of transactions. Tliey ate gioujted under 
four heads as relating to (1) ilills of Exchange tqid 
Promissory Notes; (2) taxes on reccipl.s, clicques and 
Irafts; (3) transactions relating to pro(jerty—salds, 
settlements of monej’, leases, and .securities for money; 
[4) other deeds and instruments concerning wealth. 

Some stamps are merely a convenient method of 
taxing a coiumudity; .such aie tiA- duties on patent 
medicines and (tlaying cards, which fail ultimately 
upon the consumer, and in. so far as they tend to 
check the demand they limit the capital employe^ 
«5 
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in the industry. The incidence of taxes on receipts 
is mast probably on the iccelvcr, who can at' the 
moment of payment easily all.ird the tax,, while ,'t is 
too small to be ja’ii'(]itil)le. 

Taxes on the s,i/' oj iuwiovaMt property (land and 
houses) have been criticised as iin|ii-ing re.straints upon 
the free exch,uij^e of this cl.'uss of we. lth, and as hinder¬ 
ing its (levclopiuent by ptemiLing it huin (lassingreadily 
into the baiuls of those wlio aie best alrle to render it 
productive; they were icp.trded by Mil! as a fine uixrn 
tlie seller who usually parts with his proiieity under 
some necessity and theiefore incurs tlie loss of the 
tax. The incidence of a tax on transfer is doubtless 
determined by the relative uif,etuy of the seller or the 
buyer at the time; the price is fixed aciordins to the 
law of reciprocal denmnd, and is much affected by the 
degree of publicity and consecjucnt extent of the maiket. 
As a tax paid by the biij'er is an addition to the price, 
it reduces tlie amount of his offer, and tlius in ordinaiy 
cases the tax is probably shared between the buyer and 
seller; in any case it is a tax upon accumulated wealth 
which acts as a chcclc upon the facility of purchase, 
and by its friction tends to reduce the amount of 
bvsine.ss. I,aind is the raw material of agriculture, 
and an essential factor in all industries; taxation on 
its employment is, therefore, like the taxation of all 
raw materials, undesirable. Tecs for registration and 
for legal charges incurred in the sale are necessary, 
and registration is desirable, both in the interests of 
the dealers and of the community. Charges^ for this 
service are not strictly taxes, but the stamp duties 
on transfer are far in excess of payment for public 
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STAMI' DVIII- 


\ tyt4. 


nivl <'t!irr hi till Kfitls . 

./: 1,100909 

Di'nls - r» n.illifs .... 

.■i. 9.53 

l*<ni(l'5 lo llc.in'i mill sith l‘hiU '1 • 'imJv's 

i,t«i5 822 

CoiniMnifs’ 1 .ijiiKii 1 ^ii\ . 

,"■4,9.80 

('(Hiliiid N^'tithilioviiJil.) 

311 803 

Capit.il I>iUy. 

21.218 

J''(»rdj;n <Vilifi<:it<.‘s. 

2.8,928 

Share W.'iri.ints. 

150,160 

llills of K:C( l»‘iii;tc .... 

1,035,806 

Coinpositionn for Diillc? on Tills, «)iul 
Note.s of Taiil .> of lCiv;lnml .uu! 
Iielsand ami of roimlry T.iiil.s . 

124432 

licences ami CcTtifii ales .... 

1 / 5,154 

Life Insnr.'incc.s. 

111,218 

Marine lusniaiKT'.. 

189,637 

Receipt, Draft.s, ami ollv.r id. Si amps . 

2^16,830 




T/ie Raihiu))’ Dufy is a lav upon commuiiicalion and 
transport In Great liritain tlie duly is 2 per cent, on 
fare-s above id, ])cr mile on tlie uibnn pas.sengcr traffic, 
and 5 pet cent, tip country traific; fjrcs of id. per mile 
or less are free from la.\ation. Th* tax yielded ;f28S,36o 
in 1914. The r.iilway duty is a tiiccial tax upon one 
form of private capit.d, since railway companies,»like 
07 'n 
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other industries, pay both income-tax and local rates. 
The tax is a survival, and is inherited from the old 
5 per cent, duty on sta<;c coaches; it is supposed to 
be justified as fallin,i; upon the holders of a transit- 
monopoly. This di fence of the tax, however, involves 
a omtrailiction, since the lower fates are specially 
excmpteil from taxation in order to confer a boon 
upon the poorer pas.sen;;ers, and this exemption mii.st 
rest on the a^sll'nlltion that the p.issen;;ers would otlier- 
wise pay the tax. The incideiae is difficult to trace, 
and is not uniform, but it ]>iobal>ly falls upon tlic 
ordinarj’ shareholders in most e.ases. 

When the railway is in competition with other rail¬ 
ways, or with other modes of transit (sia, canal, 
tramway, etc), to that extent the monop ly is limited; 
the Company endoivouis to secure its share of the 
traffic, and cannot therefore place any special duty 
iifKin the |iassenoer without the risk of inducing 
him to adopt the alternalire mode of transit. But 
when the railway has |ir,i,;tically no competitor, and 
its traffic is more or less assured, it can adopt a 
higher sc.tlc of chaiges, and it may shift the duty 
to the passenger as an extra charge, so long as 
it dbes not drive him away by raising the price 
aljove the marginal utility of the service. Duties on 
transit are common on the Conliiient. In France a 
railway duty is levied on goods and on passengers, 
but French railways arc largely financed by the 
State, wliieli guarantees the interest on the share¬ 
holders’ capital. • I • 

Taxes on transport are uneconomic; they tend, like 
duties on commodities, lo/aise prices, to check business, 
and‘reduce coiisuiiiption; and they create economic 
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friction, which is alwajra an obstacle to trade. The 
British railway passenger duty is a relic of an anti- 
quat^.d system; it raises little revenue, and is not based 
upon any scientific principle. Government regulation 
of railways is necess.nry, and can be effected by other 
means; but duties on transit oinnot bo reeardod as 
economically de.sirable in an industiial and commercial 
country; they hinder the natural distribution of wealth, 
and, like any other cause of evpense, they tend to divert 
trade into comjwtinf; cheaper routes; they are particu¬ 
larly undesirable in a country which desires to cultivate 
an entrepU trade, or which is engaged in the business 
of a carrier by .shipping. In such a country any 
obstruction to free movement or anytliing which, like 
hcav)' dock charges, increicses co.st i.s injurious, and may 
be fatal to tlie shii>ping enterprise by diverting its trade 
to rivals. 

Tht Po^t OjKi-e affords a jiccnliar source of revenue. 
For the ye.ir 191.1 its cainings (excluding telegraphs) 
were ;£’23,94S,785, and its expenses ;(,'2,72}i,(iSc). 

A high rate for po.st.age, telegrams, or telephone 
messages is of the nature of a transit duty, and is botli 
impolitic and uneconomic, since it tends to restrain 
communication and to reditce busincs.s. The Ul-iti.sh 
Post Office cliarges are, liowcver, very .sm.ill, and the 
net result is a .sinplus revenue of ;^2J,220,I05. This 
mode of obtaining revenue h.as heeii objected to as a 
tax upon correspondence; it is defended as a simple 
means of raising a considerali'e amount by a method 
which has no appreciable effect on ibusine.s.s, and which 
practically docs not touch the poorer classes at all. 

It is questionable whether jhe Po.st Office net revenue 
can properly be regarded as a tax, it is rather a cuse of 
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trade-profit. The postal .service is a monopoly con¬ 
ducted by the Stale; it satisfies, perhap.s, bolter •than 
any other puhllc uiiilcrlakin^ the conditions requisite 
for a State busiiu'ss entcrpiise. vir.. • simplicity, routfije 
method, the absciiu' of riiK, aii'* the ;'re.atcr efficiency 
of a sinjjle organisation. The ca))il.il is laroe, and 
consists mainly of [lublii buiMii'jjs .-.i.d cJiidcs, .md, in 
the ca.seof leK";r.i]*lis and Iclephonc.s, of wires,pole.s, and 
mechanism. The functions of the Post Office include 
not only tiaiismission of letters, jiaiier-., |i,ircel.s, and 
telcRrams, but v.-uious other tasks foi wliiih it forms 
a convenient instrument, such as the collection of taxes 
on guns and do;;s, the sale of stanijis for receipts, a 
lSatc-b.anking system for .small ilei«)sits, and the trans¬ 
mission of .small debts anil ci dils, the :ale of govein- 
mciit slock, etc. Some of ihcc scniies are not very 
productive, and I’ost Office h.wkii’i,' involves a picsitive 
loss since the rate of inleiest paid by the St.itc is more 
than it receives, when c-Nji-nses of .staff are taken 
into accriunt. It seems impossible to assign the Post 
Office net siiqrlu.s definitely to any one of its many 
functions, though far the Iarge.sl portion must be 
derived from profits on its primary business of letter- 
carrying, and that m.ainly in urban districts .since the 
exiremses arc rcl.ttively much less in towns tiian in niral 
districts. In any case a .substamkrl net income is 
derived from the wh’ile group of business transactions; 
the charge for letter tr.ursit is exceedingly small, while 
the gain to the nation is considerable, and the advan- 
trqje of a rerlucttVa in po.stage wouid be tiivial to 
the masses; the burden, if any, is widely diffused; it 
is fairly ct]uitable, and it cannot be said to restrict 
communication in any degree; finally, the surrender of 
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the surplus would entail the necessity of some other 
method of raisiii}; levcnuc to that amount. 

To the duties of the I’ost Odiccs was added on ist 
January ifjoj the pavinciil of () 1 <I A'.;e I’ensions; and 
on the Isl J..!nrn loi.’ the system of the National 
Teloiilione ('oni|'.niy ivas phi'i’il under the control of 
the (ieneral I’osl Oflhn. 'J'lii' lii'Uianee Act (15th 
July i()'5' was a lurtl i r ad.lit ion to lho,e diitiis, 

The n.nd /'..tyst //e s(i\ie.es have each 

involved a l.ii ;c inili.tl oiilla; of 1 ajmal, and cannot lie 
reoarih'd dirutiy.i-. souicis ot ivviiiiil, hut lluy yield 
an imin'ua' loiivi innce and economy oi time and 
lalionrlo llic comumnity. llin. iii", ixy.ird only to cost of 
l';v>7.f///'".ow/ in I'ji | tile Ti‘li';'ra|ili slnmed a ij.danee 
ofX jciyi,i/“i'. .nid Tek|ilioncs i''i,siio,3i5, on ihoyeai’s 
workino. Tliih puhlic utility is tin it jiioiric.ition, and 
tills is i'll onniii'nsnr.'lile. 

It n ni.dns merely to menllon si'veral other small 
items of national income wliiili aic not deiiied from 
t.axaticin. Crown I mth roiitrihiite /'tjn.css'); lhc.se 
are ivijarded as Slate pr.iperty devoted to a .s(iecial 
l)liqio.se. In cailj tiims the major |j.irl of the loyal 
revenue was ilciivnd from landed proiierly , as lues been 
.shown, this .sonrre of income was rediited hf the 
extravaipint j;enerositv and injudicious expenditure'of 
some ol the .sovereigii.s; hut other soiines of iiicorafe 
were found, and pn w more inodinlue. h'lom the 
accession of William III it became tlic practice 
to charge the expenses of Roy.alty upon .a more 
permanent fund.called the "Civil last,” for which an 
amount is voted at the aciessioii of the soveieijpi. At 
the accession of George lll.,(iyfi0) tlie amount of the 
royal income was increa.scd owing to the surrendor by 
lOI o 1 
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the King of the Crown revenues from land; these 
lands have since been managed by a department of 
State for woods, forests, and land revenue. 

Another interesting item of national leVenue is the 
income derived fioin an investment of 000,000 made 
in Sun Canal S/iaies in i X7 j, now valued at /,'34.<)29,ooo, 
and which for the year 1913-14 yielded a dividend 
of £1,246,379. Sundiy loans made by the Hritish 
Government to Nigeria, Giceeo, and a few dejioiidencies, 
paid during the year 1913-14, as interest and repayment 
of capital, £1,579,972. 

Undei' the head of Miscellaneous Revenue for the year 
1913-14 are receipts amounting to £2,303,924. These 
comprise fees paid into the Courts of Justice, and for 
registration of patents and stamps. Troiits on the 
Mint amounted to £800,674; tlic Hank of England 
contributed £187,046 mainly from prcilits on the issue 
of uncovererl notes. Receipts from various departments 
and sources, including £828 for Conscience money 
and £10.000 from the Isle of Man, make up the 
remainder. 
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IKC'IDEKCE OK TAXATION 

'J'llE problem of tlic iiicklcnce of taxation is the mode 
of its chMtjbulion; it is an attempt to unfold and 
explain the tanous cllects of a lax. 

Real incidence points to the ultimate burden of the 
tax in contrast with its first or immediate incidence. 
The effects of a tax are often very complex; shifting or 
repercussion moves the burden on, sometimes quickly, 
to a second person; in other cases it is distributed 
slowly and may affect various interests. Shifting in a 
greater or less degree Ls general in tlie case of taxes on 
commodities and operations. 

Taxes are shifted in various ways, and to pursue the 
incidence is often perplexing.* The uncertainty con¬ 
stitutes one of the diffii ulties of satisfying the canon 
of equity. Some taxes are shifted .fraudulently ty 
evasion, that is by avoiding the payment, as by giving 
a false return of income, or by smuggling to escape an 
import duty. Again, the effort to escape from the 

* The difficulty of tracing the exact incidence of a tax is so great, 
owing to ^e coinplgiity of the lircumstancfs, that it has been pro¬ 
posed by Dr Cannan to dismiss the term “incidence* altogether, and 
confine the investigation to “ effects *; this is m reality all that can 
be done, but the term “ incidence ”dia5 a prescriptive currency, and • 
It has also a useful connotation. 
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burden of a new tax sometimes leads to the discovery 
ol a substitute for the commodity taxed, or to an 
improvement which cheapens the cost of production, 
or cfTecls a jain tiy an ccunomy of waste power pt 
material, possilily ixe'editr; in value the amount of 
the lax. This yiirc-.s is not prO|XTl\ a case of Ihe 
shiftin;; of a las, liiit is rather a new stqi in economic 
develop],lent and one of the many foim.< of pi ogress. 

In the economic ;.eu.se '‘.shiftino” is passing on the 
tax to anollier [lerson, as the importer pas.ses on an 
import duly, and the di..tTler die c.u.sc duty. Often 
by the mere pl.ay of tionornic foices a ta.x is in put 
pas.sed on, a (lortii.n beine lame by the pn ducer, and 
the temaindei bciii;; fsirnc by the consumer or distributer. 
In some ii'st.mces- even more than the ta.x is exacted 
from the cTisiimer, since the rnivance of a lax Ixenmes 
an outlay of eapilal mI'icIi, hl.e tlie other c'einents in 
cnpit.al txp.iidi'1 re, is exptcled to bear interest. 

In the m'sle of collection of sumiry t<ixe.s, sliifting or 
transfer is desiantd. It is expeiteil that customs and 
e.xcise dull, s«ill he juid by the consumers of the goods; 
the lax is levied u(Kin the imfsirter oi jinalutcr for Ihe 
convenience of collixtion. In other cases the shifting 
is n.r, foreseen, or it is grtiter or less than was con- 
teihplatcd, and •hiuthe.s interc‘'ts not intended to he 
aifecled by ils itnjiosition; hence the dictum that 
“the evil of mmiy taxes is in tlieir indirect effects”; 
since they may imintentionally inllict hardships on 
individuals, or Ire hurlful to production. 

A tax may be inposcal at .such a rate as to add to 
tlic customary .selling price of an article a fraction wliich 
will cost the parcliaser of .small quantities more titan 
' the tax; the manufacturer or dealer will sell the article 
104 
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at a price—the nearest fixed unit which wil! give him 
a profit lliat covers the tax; thus the consumer pays 
moy? than Uie tax, while the Treasury obtains only 
^hc tax as revenue, and tiie dealer 01 middletuan gets 
tlic excess as iniifit - an ad<lit'cinal tax of Cd. per 
Ib. on tobkco ni ;ht arid id, to tile .«elling juice per 
0/, .so th.it buyer of I"., tli.in 2 o/. at a time would 
pay iMcie.a-ed duly at tli. rale of fid. jkt Hi Or it may 
be tliat tlic ''('leoi of .-n aciditirjtial tax is to ralucc 
demand; the [uoduCir ot .(.Her is then cinnjicllcd to 
suffer, eithi'i iu ,1 r .haliun of l,nsm''ss, 01 by bearing 
pait of tile ti.\ In tlie siinjilest ca.se of a <luty on a 
coimnodili, paid piiin.irily by tlie maker or importer, 
thet.ix will tiiid to Ik moved to the consumer; but it 
is impos,il,le to asee.-t.un with ali-.i'iite certainty on 
n-hom the does terdly f.ill in every case. Incidence 
ii an intiicale and not absolutely determinable problem. 
'1 he an.ai)’.is is [mfoimetl b)' ex.aniinino each .species 
of ta.x 'eiiaiately, .iiid tlioii.oh for concrete cases \,e get 
only approximate tiulli, let the eoiiilitions can be stated 
and an abstiact doetriiie of tendencies c,iti U-established 
for ran h class 

A new lax has both ,in imniedi.ate and an ultimate 
effect Its immediate incidence camscs a distutbance 
which is followed by some movement tow.irds readjust¬ 
ment; the nature of this adjustment and the tirile 
it requires dep.nd upon the freedom and extent of 
comiietilion, and upon the el istii.ity of supfily and 
demand. Some theories of taxation deal only with 
ultimate results and ignore the inwmdiatc effects, but 
meanwhile taxes li.ivc to be paid, and their inwudiatt 
effects mity oi<eratc disaslrgusly before adjustment is 
attained, for “taxes tend to .stick where they fall’*: it. 
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it takes time to move them on, since economic forces 
often operate slowly. 

The ultimate efilct may Ire very different from the 
immediate eiTccl. When the la.v is shifted from tht: 
first payer to the disliihiitci, who passes it on to the 
consumer, it is called lurwaid-shiftiiig; when it affects 
a previous agent in prcHluctioii or a subsidiary industry, 
it is called backward-shifting; if it causes a rearrange¬ 
ment in some of the factors of production and dis¬ 
tribution it is said to be diffu.srd. Observation of such 
cases led to the Diffusion Theor}', which maintains 
that all taxes, no matter how iirijinsed, are ultimately 
spread equitably over society by a process of accom- 
morlalion, which is accomplished through the action of 
competition, and that the burden of taxation is thus 
fairly distributed by a portion bring passed on until 
the tax is diffused over the whole community in pro¬ 
portion to ability to pay. 

This view rests .solely upon the con.sideration of taxes 
on commodities, which are indirect, and it exaggerates 
the effects of diffusion even as regards these. But a 
large part of taxation is direct; it falls upon income, 
upon estates at death, and upon acts and ojierations in 
which* there is little or no diffusioa And it is not a 
matter of indifference on whom a tax is primarily 
levied, as ft would be if the ultimate effects were always 
the same. All propo.sals for new taxation encounter 
opposition from some chtsses who feel assured that 
they will be sjxicial sufferers thereby, while the same 
proposals are easily tolerated by those who deem them- 
.selves exempt from their operation. If it were correct 
tbat the income-tax which j$ levied upon a limited class 
’ of the community is diffused over all, then it would be 

loi 
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wiser to exact it from all classes directly, and thus 
avoi^l the loss which must be incuircd by friction in the 
economic transfer; further, the direct demand would 
secure the moral advantage of bringing home to the real 
payers the clfccts of cxtiav.i",.i'ire in national expendi¬ 
ture. But a iinivctsal income-tax would lie resented 
as unjast to labourers, and inde'xl the eliie.f cause of 
the populaiily ot the income-tax is the l.ict that its 
incidence is upon a liinitisl portion of the community 
only. 

It is ceitain that .smne kinds of taxiition impose 
heavier burdens than others, and pressure of incidence 
can be moditicd by .adopting different nu lliods. If it 
were not so, .and if all t ixes weic diffuseil equ,ally, much 
thought expended upon legislation in order to secure an 
equitable system of t.a.x.ation has boon w.istcd l.ibour. 

Perfect adjustment of tax.ition is unattainable; some 
taxes arc not shifted at all, others are distributed, but 
according to no principle of equity; the conditions of 
their transfer and their indirect effects constitute the 
problem of incidence t > be investigated. The ascertain¬ 
ment of these tendencies may avert injury. Without 
it the hasty imposition of a tax may bring injustice 
and cause economic loss to small industries by stamp¬ 
ing out some and crippling others, for a small maij’in 
often determines economic existence. But the aim .of 
taxation is revenue, not repression of industry, and a 
tax that entails the latter consequence fails doubly in 
its object 

Incidqpce must be studied in itp effects upon con¬ 
sumption and demand. A tax imposed upon a 
commodity is generally expected to be added to th^ 
price; and to be recovered ultimately from the-con- 
> tai 
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sumer; this effect presupposes competition at all stages, 
and'also the perfect mobility of capilal. The assumed 
econondr |irorcdurc is that the lax rctlnces the profit 
of the i)r'a]iK.r or seller, that he ‘-'truggles lo recover 
his normal ra.e by a lise in price, .'iod so passes on the 
clinige tilth' I'insiim.'r. This is douhtles, the general 
tendenry, hill tin re arc mam obsUdes to pei lect coin- 
pelilion, and llio ciTeet np'iii '!iin.iii,l ijf .. n-e in price 
will also c'.iry with the iiatuic of tlie .nlicle 

I . — If the laved .aril' le be a necess.iry or a relatively 

small item of e.sprmlilnre th- t;ix in,iy not alfect esin- 
sumplioii; in sech a rase llie demand lor the ta.ved 
article is ,'mA, so that its prcidiiction and sale are 
not affecli 1 , and the hex is paid by the tonsumer. Hut 
since the increiesed co,st of obtaining 1l;« same sniiply 
as formerly wll lednce the geiierid l-u^'ing rajacity of 
consumers, tt \cill -iffect thi-r demand in otlirr articles; 
the effi ct of the tax is thn., in fact, transferred to the 
producers of those various indefinable articles by a 
rednclion in the demand for them, which will tend to 
lower their price. Such results would follow a rise in 
the price of bread, c,ausid cither by iiatur.d .scarcity or 
by the im[)osition of a lax. Many families, in order to 
obtain'their usual supply of this prime necc's.s.ary, would 
be compelled lo eut down their punh.ases of other lc.ss 
necc-ssary articles; the incidence of such a lax is, 
therefore, widely diffused—tli.at is, not only do purchasers 
of bread suffer in a dimini.shed power to buy other 
articles, but the producers of lho.se other articles .suffer 
from that diminishod demand. < 

II. —But if the taxed article be a commodity for 
which Uicrc is a .substitute ,.ur which is not a necessary, 
an attempt to recover the tax by a rise in price will he 

• io8 ' 
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followed by a reduction in demand, which will throw 
part-of tlic bimlen of the tax on tl]e proilua'is by a 
diminution i}f their bu’ iness. The producers will then 
either revert to (he forim i price aiid thus bear the 
tax, nr they will :iii\e to Urp up an inci'cascd price; 
in either case, iliuse who aie pioducing the article 
in Ihc ciicumstaincs of least adva!ila.^e and making 
only a marginal pmlit viill .sulfcr most, and they may 
even be driven out of the field, Ihiis restoring the 
balance with a diminished consumplioii; the surviving 
produeers, owdng to the consecjiient increase in their 
business, may not lose. Again, tliere .are usually many 
stages in production, and numerous grades of inter¬ 
mediaries before consumption; and if competition be 
imperfect at any one of these stages, or in .some one 
grade of dii.tributers, the weak mendiers will sulfcr; 
but if some one of the intermediaries (as, r.y,, an 
importer or dealer) has a monopoly, he will be better 
able to pass on the burden. In the case of a group of 
commodities which are alternatives or substitutes, Uic 
imposition of a tax on one memiier of the group may, 
by reducing its demand and increasing the demand for 
others, tend to cause a ri.se in their prices, /.c., to spread 
the tax over all. 

III.—If the article taxed lie a prodftccr’s or dealer’s 
monopoly (the case of trusLs and combines) and tire 
article be not a ncc-ess.ary, the tax inu-d reduce the 
profits of the seller on the supposition th.nt the price 
previously exacted measured tlie maximum utility to 
buyersv In .such a case there is no real competitive price, 
but the monopolist fixes the price .so as to yield him 
the maximum revenue; this price, therefore, cannot 6 Bs 
raised without cutting off demand,'wd the mon^olist 
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has thus to choose between payir^ the tax, or sub¬ 
mitting to a reduction of his sales; he will adopt that 
course which will give him the largest, net revenue. 
In one case the monopolist pays the tax; in the other 
the tax is paid by those who continue to purchase at 
the enhanced price, and the mono|xilist siilTers a loss 
in reduced business. If the article is one much in 
demand the monopolist may raise the price in the hope 
that it may occasion an agitation for the reiical of the 
tax. A tax on a monopolist imposed in the form of 
a tax on net profits is like a tax on rent, and cannot 
be shifted. 

Any form of control over transit, production, or an 
essential factor in prcxluction, which confers the power 
of excluding competition, enables the nionopolLst to 
raise price at the cost of tire community. But a country 
which is a .sole producer does not necessarily get a 
monopoly price: there may be com[jetition among its 
producers as exporters, and they may also be held in 
check by possible substitutc.s. These monopolies are, 
however, suitable subjects for taxation; but it is often 
difficult to assc.ss monopoly-values, and to disciiminate 
between the results of monopoly and those which would 
be ffie eflect of healthy .speculation, as in the absence of 
competition it Is imiwssiblc to say exactly what is the 
true competitive price. 

Shifting of taxation thus depends upon the effect 
of the tax upon price, t>., upon supply and demand 
which are affected by price, and the possible fluctuations 
are very numerous! The principle involved u general, 
and applies equally to all cases of a rise in value—to 
r^ages and profits as rscll as commoditira—and the 
effect dues not depend upon the special cause which 
* no 
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raises value; a tax operates in the same way as any 
otiier, element in increased cost 

A jjure throry of value presupposes perfect competi¬ 
tion, but in actual cases there are many limitations and 
impediments to mobility, and consequently the exact 
pressure of any particular tax cannot lx: stated. The 
problem is also comiilicab d by the artion of counter- 
actiii" forces: a tax mi;;hl lx; imposed upon bread 

at a lime when abundant hai vests tended to cause 
a fall in price, so that no effed on price mij;ht be 
apparent. 

The An -(7 0/ or degree of generality, aifects 

the operation of a tax. If a tax is general, as in the 
case of a duty on lea or tob irco, its effect follows the 
ordin.ary rule of a rise in price; but if it operates over a 
relatively small area or group the pressure will be dis¬ 
tributed insularly. In the case, for example, of a local 
rate being higher in one imii.h than in an adjoining 
parish, a portion of the taxed community may migrate 
to the cheaper locality, and thus the tax will operate to 
extinguKsh some rents and lower others in the more 
highly taxed locality. A similar result would follow the 
taxing of one only of a group of alternative articles 
of consumption—«,£■., raisins, currants, and figstea, 
coffee, and cocoa; cotton, woollen and linen goods; or a 
tax on one of competing forms of locomotion; or one out 
of several methods of prcxluction. Part of the tax will 
in all such cases fall on the producer or purveyor of the 
taxed article or method. The alternative articles or 
methods are competitors, and the eflcct of a rise in the 
price of one article or method tends to divert consump¬ 
tion to the untaxed substitutes. The result is to pla&o, 
capital in the taxed industry at a disadvantage, and 
111 • 
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In time It will be reduced by the elimination of the 
capital employed at least advantage; so that finally 
the capital permanently employed in the t,axed enjploy- 
menl will be le;i, the price of the article will agiin 
rise slighlly, and aftt;r time for accommodation a new 
norma! \iill he <"aalili'-iiet!, and the t.^^ is shifted to the 
consiiiucr. It i- iiiipossilili' t'l (ta'o the incidence ill 
its carious stages of adjiistiiu.nt in such cases; the im¬ 
mediate incidi’iice will be inainh’ upon the producer or 
derdei in the taxed article, the iiL'iiii.iU incidence will Ire 
upon the consumer. 

The cfTcct of a now tar may be disastrous to 
speciali.sed capital, which has no mobility. The tend¬ 
ency of tile new tax is to raise pricc.s, and thus to cut 
down demand ; hut in industries with large fixed and 
durable capital this result will render sonre capital 
unremunerative; it may be a less evil than closing 
part of the works (and thus wasting jart of the plant) 
for producers to submit to bear the ta.x until some part 
of capital is withdrawn from their industry; thus .supply 
and demand in the trade are adjusted at a new level by 
the wearing out of part of the fixed capital; for this will 
not be replaced, and gradually profits in the industry 
will ‘oe restored by the flow of capital preferentially 
to industries which are paying better profits. The net 
issult is a serious temporary loss to that industry, and 
to the industries engagexi in the supply of its machinery. 

This examination of different cases of shifting points 
to the following tendencies-. 

(l) In the ca.se of an absolute necessary where 
demand is inelastic the new tax will be 
added to theeprice, and the consumer will 
pay it; while there will be minor .indir^ 
iia 
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cfTccts arising out of his diminished buying 
[lower in general. ' 

In th(; rase of ordinary eomforU wlierc demand 
i.-! very elastic, a suuill rise in [iriie has large 
eifecLs, and nia[ sciiuusly cut down demand. 
A new ta.\ wilt, in tin's rase, be yrobabiy 
sliartd |iriin.aril_v liy [irodncer, dealer, and 
coiisunicr; uliiin.itely. when suiiply and 
drinaiid li.ae Is come .icljiisted to tlie new 
level, the t.a\ will lie [laid mainly by the 
coiisuinri. In case-s where there are 
alteinatires, or when subsidairy or com 
plenientary articles are involved, a tax on 
one cuimnoiht)’ by a rise in its price may 
increase the deniaiici for the otliers, and this 
limy send up their price in some degiee. 

In the case of a luxury or inoiio|x)ly in which 
an article is already fetching the highest 
utility [iricc, a new tax, il added to price, 
will reduce demand; therefore, the producer 
or controller of tire monopoly will most 
probably pay the tax. 

(4) When production takes place at diiferent costs, 

the tendency of the tax is to squeeze 01ft the 
producer on the margiit of “ito profit"; while 
tlie superior producers can satisfy tlie whole 
demand if tlrcy choose to [lay the tax. This 
may lead to larger production by tlie reduced 
number of makers, and the law of increasing 
'• returns may in time recover to tlicni the loss 
occasioned by tire tax. 

( 5 ) If a tax on an article is small relatively tb 

the cost, the law of inertia may prevent iti 

itj u' 
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rcmoral tu the consumer; the possible loss 
' of trade involved in the shifting; may be a 

gieatiT incoiivcniciue than tlii(t arising from • 
a slight ridiiction of profit; small tai^es 
ti'iiil to stiok when' tlv) fall. 

(6J If the article tased is diir.ible, and will 
ion-.a]iU"illy make many successive i)ay- 
inents ((he case of ma. hineiy), .uid if the 
ta\' lie appreciable, the tendency will be 
to ronti Kt deimied, and thereby to alfect 
injuiionsly the iinlustries eoneerned in its 
pioduetton. Any tax which falls upon fixed 
ca])ital, or where there i' little mobility, is 
shifted with diHienlty ,ind very' .slowly; it 
tends tu remain until the indudiy is narrowed 
down by gradu.d wearin;.; out of plant, when 
it is i>.iid by the consumer. 

(7) 'l.ixes should not be subject to frequent 
tliange; after time for adjustment to a 
tax tli.s picssure is accommodated, and 
such taxes tend to become no taxes by 
mere adaptation to circumstances in most 
cases; but this is not universally true, 
an unjust burden docs not become just 
by Msage; in some instances it becomes 
accentuated. 

The incidence of a tax on wages of labourers depends 
Ujron its effect on the standard of comfort which the 
labourers have adopted. This standard varies greatly 
both with locality and individuals, and as circemstances 
change over a period of time it can never be said to be 
absolutely fixed. In the,.case of the wages of labourers 
actually on the “margin of subsistence" the tax would 
‘ 114 ' . 
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be shifted, since by the hypothesis the wage could not 
be reduced. It was held by Adam Smith that in such 
cases, a tax,would operate to reduce the number of 
l^urcrs, and thus the ta.x would ultimately be moved 
cither to the cmpioyi.r’s pr.ilits or to the eonsumcr in 
higher price.s. l<’roin tlie nature of the ease the operation 
of the shifting of the tax wiaiid lx; slow. 

If by a tax on w.igi s tlie I-djoua-rs’ .tind.ard of living 
lx; lowered .so that tlvir lOidency is .ilso reduced, this 
will react on the value m ilieirwoilt: hence ultimately 
the tax must lall, at all events in jiart.uixiu employers 
or upon the rest of the. eonuuunity. In the case of the 
wages of skilled labour with a high st.and.ud the tax 
will be moved with gnatcr difficulty, until at the stage 
when the labourcr’.s .shill gains moni>))oly-value the tax 
falls altogether on the l.tbourer. In the wa;;cs of pro- 
fassinnal and highly shillal labour there is an clement 
of quasi-rent upon which the tax may hill; the more 
the employment partal. s of the nature of a monopoly 
(whctlicr of privilege o; iidowment), the more does the 
rent factor enter in. Competition in these cases is for 
employment and positii'ii rather than directly for wages; 
this is seen forcibly in the case of barristers, medical 
men, artists, clergymen, and the Civil Service; it Applies 
similarly to the more highly skilled trades. In such 
cases the tax cannot be shifted directly, but it wBl 
tend to limit the numbers in those occupations. In 
employments where rent enters less into wages, and 
competition, acting through supply and demand, is the 
agent which dctennincs the .standa-d wt^e, it is more 
possible for a part of the tax to be thrown upon the 
community in higher prices. The principle involved 
H the same as in the ca.se of commodities, but owing 
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to the greater friction in the play of economic forces 
in the case of labour—from want of mobility, expense 
of changing employment or locality, and ,the diffi,culty • 
of waiting—supply and demand cannot be adjusted ^s 
readily as in llie case of commodities; consequently 
the shifting of a tax is siower and more uncertain. 

A tax on general profits is a tax on capital, and 
cannot be directiy shifted; but since profits vary 
greatly, it would cause dislurbance among producers, 
and might squeeze out tlic smaller employers; also 
by discouraging .saving and inve.stinent of capital and 
causing its migration in search of better returns, it might 
lead to a rise in prices and a diminution of employ¬ 
ment, and thus shift part of the tax to consuiuers, 
and part to labourers in lower wages. 

But saving is now influcncal by other motives besides 
the rate of interest, and the history of the last half 
century shows that it has increased simultaneously 
with a fall in the rate of interest; it is improbable, 
therefore, that employment or general prices would 
be materially aifcctcd. A tax on capital is, however, 
economically harmful, and also unfair, as being a penalty 
upon thrift; it is not very probable that such a tax, if 
general, would be shifted. A tax upon the profits of 
special industricc would, however, be shifted by causing 
Chpital to move by preference to other industries not 
mmilarly burilencd, prices would then rise in the taxed 
industry until it became equally remunerative and 
attractive to capital. 

Taxes on a surplus cannot be shifted, thus A tax on 
economic rent of any kind—agricultural rent, ground 
rent, the quasi-rent clemcijt in profits or wages—would 
remain; the only forces which can move it operate 

tt6 
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indliectly hy discouraging in some cases the creation 
of the s'urplus. In the case of the rent of agricultural 
lan(^ the dqgtrine is that competitive rent is fixed by 
the maigin of cultivation; on the margin the whole 
produce measures the cost of production and is 
absorbed in price; and in this case there is no rent to 
be taxed. But superior land pays rent, and a tax on 
this cannot be shifted; the tax cannot touch price, 
for rent does not enter into price; a tax on rent 
thus remains with the rent-receiver. The same 
reasoning applies to urban ground-rents. A tax on 
differential grountl ients, u., those wliich have mono¬ 
poly value, cannot he shifted since it falls on a surplus; 
a tax on the lowe.st ground-rents might be shifted to 
the tenant since there is no building-land which does 
not pay a minimum rent. As has been already stated, 
owing to the imperfect woiking of coniixttition the-se 
principles, true in the abstract, are tendencies much 
modified by circumstances in individual cases. 

Rent of land is nut in all cases purely a surplus, a 
part is due to the investment of capital in improving 
the land, or in making it accessible; rent in such cases 
includes interest on capital, but it is not easily separable 
from the “unearned" rent, and a special tax*upon ' 
rent would fall uimu both alike. If» a tax on Ant 
were to check investment of capital in land-improvA- 
ments, it would cause the tax to be shifted in part to 
the consumer by a rise in price; to obtain the requisite 
supply of food recourse to poorer soil may be necessary; 
with a fell in the margin of prcyluction the law of. 

' diihlnishitig returns comes into operation; this means a 
higher cost of production. ^ ott dented 
fanitnptpvemeats in land acts as a tax on capital sunic 
117 Ei • ; 
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In land, and tends to limit such investments, and to 
raisd prices, and &lls to that extent upon consumers. 

The same reasoning applies to that portbn of pioiits 
which resembles rent; it arises from superior skill in 
management, which is a \cr)' variable faculty. A 
tax on special profits which touches only the superior 
employer’s sjx.'cial gains will not be shiftcdyJiut^ it 
reaches the lower ranks of employers whereS^yud 
of profit is practically «//, it may drive outine'll^k 
employer altogether. A tax on profits, therefore,, 
pre.sses in diflerent degrees upon employers, and itui 
incidence in many c.iscs would be transferred in part' 

A general proiierty-tax on houses is at its. first 
imposition a tax on a special form of capital, and will 
affect the supply of houses. If it be added by 
the owner to the ordinary house-rent or be collected 
from the occupant, it will tend to check demand, 
and this will rc,ict in discouraging building. If 
hou.se - supply be inadc-quate the rent may be 
temporarily increased by the tax until supply and 
demand have equated. The tendency of a tax on 
any special form of capital such as house-property 
is to discourage that kind of investment; ultimately, 
when'profits have recovered the normal, the tax will 
fall upon the ccfhsumer just as in the case of tea and. 
tobacco; thus in the long-run, since houses are articles 
of universal consumption, a tax such as the Inhabited 
House Duty fidls mainly U|K)n the occupier. 

A Ux on iiilierilcilpropertr (estate or succession) b 
a tax on that s[)8ciad capital at transfer; it .cannot' 
be shifted, and falls on the new proprietor. There 
are^ however, indirect effeats upon capital if aaving be' 
thereby diminished. 
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A tax on ptrsontd proftriy which is not productive 
capital cannot be shifted. Such property being used for 
the ,enjoyn)pnt of the owner (like pictures, jewellery, 
carriages for pleasure, etc.) is not sold, transferred, or 
employed as capital under comintition, hence the 
tax remains with the consumer. It is a kind of 
sumptuary tax, levied mastly a.s a direct tax; such are 
. the duties on guns, dogs, armorial bcaringa In the 
f^JqgS^ of commodities thus taxed (like carrii^es), there 
a^'.tadircct effect in the tendeuty to reduce the 
demand; and the tax when first imposul may injure 
the industries concerned, thoi^h ultimately, after time 
for adjustment, it is paid by the consumer. Such taxes 
fall only upon a limited class, to whom the motive for 
the enjoyment of (he special luxury or distinction 
probably appeals more than the cost of the tax; hence 
the elasticity of demand is very .slight Carriages used 
for business purpose.s, as in the case of medical men, 
form part of their capital equipment; the whole cost, 
including the tax, tends to affect the remuneration of 
their services, and therefore indirectly to fall upon 
their clients in tlie long rua 
**’Special taxes on property such as the land-tax, when 
first imposed, fall upon the owner. A purchaser«f such 
property will pay less for the land in consequendb of 
the tax upon it; the seller, therefore, loses the capital- 
value of the tax in the sale; subsequent holders do 
not in effect pay the tax, since it was eliminated in their 
purchase-price of the land. 

The Judget of 1909 introducf^ several important 
changes both in principle and in the modes of taxation 
of Land: 

I)utfM on ZiSnd TalueB.~Of four kinds, based on .the 
. value of laud sites to be determined by awabufion 
«9, , 
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as DU 30th April 1909, and to be applied to fbture 
unearned increment ofland other than ajfridiUural. 

1. Central Inmment Value Dwfy.—-PayiWe wheSCTcr 

the owner realises llic lucicmcnt by sale, or by a 
new lease for more tliau fomteen >ears, or at the 
death of the oaner. Since Coijiurations do not die, 
they aie to pay c\cry tiftcen years as well as on 
sale or rc-lcttui}' Tlic duty to be in every 
of incn'iiK'nt value, and to be paid by stamp. 
Exemptions: (fi) a^ncuUinal land posse&stng only 
ngiKuliural land value; (^) xmall agricultural bold* 
in^» of not mnK> tlian 50 nctea 'Occupied and 
cultivated by the owner, the value of which do not 
exceed ^75 per acre; (t) .sites of small residences 
CKcupicil by the owncis or by holdcis of a fifty 
ycaib’ lea’.e, when the annual value docs not exceed 
;^40 in Loudon, ,^26 in other towns of 5(^000 
inbabitantd, ;^i6 in other cases, 

2. Rei’crsion Payable by the lessor on the detor* 

mination of a lease at the latc of ;^t in every of 
the benefit giiincd by tlic lessor. Agricultural land 
to be exempt, also leases of which the term was less, 
than twenty>one years, and reversions which deter¬ 
mine in less than forty years from purchase, if purchau 
was made 1 >eforc 30th April 1909. n^iningleases also, 
to be exempt, and allowances to be made on leases 
renewed before the ex])iialion of the original lease. 

3. Undeveloped Land Duty^ levied on the site value of 

non>agriculturaI land worth more than ^50 per acre, 
not built upon or used for any industry othtf than 
agiicuilure. The duty to be payable by the OW»^, 
or by a lessee for a term of fUly years at the rate' ipt 
Id annually on every ;{i of site value, whici|;ts 
by a quinquennial valuation of the market'VaHto of 
tlic land as divested of any buildiitgs, E|aeihptk)tii’'; 
are made of recreation grounds, parks, open 0aoei(: 
etc., for public purposes, and small holjdiBgs^^^ti& 
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than ^$00 aite valae occupied and cultivated by the 
ownera.^ 

4. Mivtraf JRf^fs Dufy, levied on the rental of lights to 
woik minerals or mineral wayleaves (excluding clay, 
sand, chalk, limestone and gnivd) at the rate of 
5 pet cent, on the renud value, anrl to be paid annually 
to the ('town as a debt. K.'ccmplion: land held by 
local ot Taiiu;^ aiitli<irilies, or mcupiccl and used for 
the pm poses of a < hanty, and also laud occupied by 
railw.'vs, canals, docks, uaior, and other statutory 
conl{)imle^ so loitg us it is apphed to those purposes. 


IThe Fmnnce Accoitnia, ioiti-17, state for tiu; yeai I9i6-17 the 
U/ultvehjK'd Land Duty gavt— 

Gross iri'dpts , • , i>) a 

R«p.xym'‘i''s . . « ac-q 6 n 

This liiflicatis a Ittss of ^k/>, 73. qU,, iutli‘}« iidi*iit of the cost of 
colleeuon, Ac. 

The i^ts seem 'ic.ii' cl) lu j'istiiy the i.xistcu(.e of this lat. 
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ruiiljc CKKIIIT—NATIUNAI, DUETS (1914) 

POBUC debts are phenomena of modem growth, yet so 
general and so large are they in advanced communities 
that they have come to tie regarded as almost a mark 
of prq'ressivc civilisation. The old established countries 
of Europe, the younger republics of the New World, 
the British Colonies, and India, have all alike incurred 
these liabilities. The public loaning system is an outv 
come of the economic developments and monetary 
methods of tlie last two centuries; the large use of 
credit, the system of banking, the utilisation of small 
capitals 1^ joint-stock combination in carrying out 
industry and commerce on a gigantic scale, and the 
many facilities for employing savings to advantage by 
their * aggregation, all have combined to create a' 
machinery for' borrowing and lending which has* 
become of vital import to the economic condition of 
a country. A highly organised system of banking, 
the money market, and stock exchange ate patriiy 
developments, which have rendered all classes familiar 
with loaning and investment; die applieatioa of. 
th^ machinery and methods to public, expenditure 
was inevitable. Great "nations and small statet^ 
colonies, municipalities, and corporations have^bibcoigKa 
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borrower and public expenditute is now greatly 
depeadent in cases of exceptional outlay upon public 
loaniv • 

, Public debts, like taxes, may be gi oupcd as imperial 
and local. lx>aiis are issued by both states and local 
authorities, and a large percentage of the stocks quoted 
on the Stock Exchange are those of states and corpora¬ 
tions. The National Pel'ts of the world in 1914 are 
estimated at more than 000,000; of these, the 

debt of France amounted to 1,015,000,000; that of 
■ Great Britain in March 1914 was Z’d49,770,390; the 
'idebt of the United States is ;£'2i2,t'0o,iO0; of Germany 
;£250,000,000; of Kussia more than ;t945,ooo,OOa 
Australia has borrowxs .1 £?';$f)Oo,ooo-, New Zealand 
;£8o,300,000; Canada ;fCt!,ooo,ooo; India/'300,000,00a 

Local Debts in Great Britain also arc rapidly in¬ 
creasing. The Metropolis (County Council and various 
Local authorities) in 1914 had borrowed /i32,6o7,30l, 
and the total outstanding loans of the L'-cal authorities 
in England and Wales amounted to /5C2,630,041 at 
the close of the year 1914, 

Formerly states accumul.ated treasure as a provision 
for contingencies. In modi.eval times hoarding Vas a 
common practice, and some modem 'nations (Ri^a 
and Germany) still maintain the same method Af 
storing up bullion and coin for war purposes. Prior 
to the growth of the credit sj'stcm these hoards were 
the only reserves immediately availiible in war, to 
protdde subsistence and staying povaer, and to carry on 
ofiensive and defensive operations The early Engl^ 
kings obtained private loans drom the Jews, Lombaid^ 
and other foreign bankers, or extorted from their subjects 
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forced loans to meet emergencies. Henry VII. hoarded 
wealth which his son scattered; the Stuart sovereigns 
borrowed from the goldsmiths and bankers; but t^^e re¬ 
pudiation of his debts by Charles II. destroyed the loyfd 
credit, and practically put an end to the borrowings of 
British kings. Following the example of Holland, a 
system of pledging the rredit of the State, in the form of 
a National Dibt, began .soon after the F-pglbh Revolutimi. 

The hoarding system has obvious limitations and 
drawb,ack.>; rc.scrves in time of peace are idle, unpro¬ 
ductive, and costly, and they soon become exhausted 
when the occasion for tlicir use amves. They withdraw 
from service a commodity which costs much to obtain; 
they also affect prices by raising the value of money, 
and they form a temptation to the enemy to seize 
a weapon which can be utilised against the original 
owner. Economic science has siiown that money is 
rest left “to fnictifj'" by use in tlie hands of its owners; 
i‘f required, it can then be drawn upon in the form of 
taxes or loans; and meanwhile, wealth is better engaged 
in carrying on productive Industry, which will add to its 
power of contributing loans for public wants in times 
of need, than by being stored away in guarded cellars. 
The ihal reserve of a nation lies in its power to subscribe 
to 'taxes and loans, that is, it consists of the revenue 
abd wealth of the people, and this is better accumulated 
as active capital by individuals than as a hoard by a 
government j 

In an age of expanding industry many circumstanc;a 
, have favoured theigrowth of the loaning, sys^ 
the creation of National Debts. Such debts ate''si 
mohgage upon the wealth and industry of a nat^ 
secured upon its taxes and future revenue. ^ la 
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cases special taxes are set apart (ear-marked) to meet 
the interest on loans; in others the interest becomes 
a charge upon the general revenue of the country, 

• National debts arc largely the product of wars, and 
they have been incrcascil by evxry great war. The 
hlstoiy of the liritish delit illnstrates this fact. It 
commenced afier the Revolution of 1688 with a floating 
debt of /i,fx.in,txx) The nct.1l for iunds to c-orry on the 
war with France led, in uVh, to the foundation of the 
Bank of Englantl, with a capital of ;Si,200,000, which 
was lent to the Government at 8 per cent. The 
ncglcrted debt of Charles IT. was taken over a few 
years later at £66^264. (half the oiiginal sum! as a , 
State liability. The war continued to m.ake fresh 
dcmand.s, and the debt accumulated, until, at the Peace 
of Ryswick in 1607, <amountcd to ;f2i,500,000 
In 1702, at the death of \Vil!i,im 

III,, it had been reduced to 16400,000 
In 1713, after the war of the 
Spanish succession (Treaty of 
Utrecht), it amounted to , . 53,680,000 
In 1763, at the end of the" Seven 

Years War,” it was , . , . 138,865,000 
In 17S3, after the War of American 

Independence, the debt was ‘238,000,000 
In 1802, at the Treaty of Amiens 
on the suspension of the war 
with France, it was , , , , 537,650,000 
In 1815, after Waterloo (Treaty of 
Faris), the funded and floating 

debt amounted to. 876,ooo,cxx) 

In 1S54 before the Ciinlean War, 

it had fallen to.8o8,ooo,or)o 

las 
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In 1857, the Crimean War, 

> and Indian Mutiny, it had 

risen to.^838,918,00? 

In 1S99 it had become reduced to 027,562,000 , 
In 1903, after the South African 

War, it had a;,;a!n increased to 770,77<8,762 
On 31st j\LirrIi 1005 the ileljt, in¬ 
cluding lAuidcd .unUinfundcd 
dclit and capital lial'ilily for 
TenninablcAnmiitics,stood at 755,072,109 
On 31st M.irch 191,) the total 

debt was.649,770,000 

The Kremb debt lias jtrown up within a century to 
;tt>-35i37o,90o, of which thiec fouitlcs has been caused 
by war (about rcprescnt,s State intero.sts 

in French railw.aj -.1; the Fianco-fieiinan War alone in¬ 
creased ib amount by ,434'-’'-''W«'0: it hs the lai^est 
national debt in existemc, ami costs ^^38,350,000 per 
annum in ini cre,st. On the other hand, the debts of India, 
Australia, and C.inaila have Ixien incurred mainly for pro¬ 
ductive piiqiose,s, and they arc remunerative in so far as 
the loans have been well cx))cmled. The German debt is 
mainly productive, and is 1 epresented by a large material 
as,setln railways and other public property; the debts of 
corporations ate* mostly created foi the purpose of public 
works and cnlcrpiiscs, ,some of which yield a revenue. 

Loans may he cither forced or voluntary. Forced 
loans arc in clfcct compulsory taxes exacted from a 
limited class, and are therefore unjust The methods 
of some early English kings afford examploe of loans 
made under pressure, and the system may be said to 
have continued down t» the time of the Stuarts. 
Franc,p in 1793 also adopted financial measures which 
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are properly descrihcd as forced loans. Sometimes 
appeals for advances have been made to patiiotisin, 
as ip 1848 by Trance and in 1870 by Gcnn.my; l)ut 
^uch measuii's are not very .mic e.s.sful, and fail to 
call (oitli a hearty re'.ii. nse The modem kind of 
“forced loan.” most fierim nil) adopted in a national 
emergency, takes the f'lm of an of iiieomertible 
paiXT curiency, and in,my sta'iiiiehidiiig Great 
liril.un (i7<j7-i8.m), Tran i' at the Revolution, and 
the United States dniiiig the Civd W.ii. h.ive evteiided 
their credit by this means undii pussure oi tlic 
e\'i"pncics ol war. The re.sult is th.n the govemnnnt 
secures a loan witliout inlrresl to the amount of the 
p.i|3cr issued, but the m.l'on suffers an ectaioniic loss 
tteough tile rise in prices whicli usually follows as an 
eOTect of the addition to cutrency; a general disturb¬ 
ance in piices and foreign trade enans, and gold is 
driven out 1,0 eipiate indebtedness. Jlut incumertiUo 
pafier seldom stops heie, it is almost certain to be 
over-issuesl; then its value immediately falls, and 
depreciation continues with eiery addition. This is 
a great national misfortune: the whole credit fabric 
is shaken, trade becomes sjicculative, a commercial 
crisis may ensue, and in any case financial and tmde 
depres-sion follow; ail clas.scs of crcdhois suffer loss, 
the State receives its taxes in the depreciated pajier, 
and when the period of redemption comes the Govern¬ 
ment must withdraw its paper at the face value, or inflict 
a severe blow upon its credit and future borrom'ng 
powers. 'The system is cconoraicdly disastrous; for 
the purpose of obtaining a temporary advantage 
great dangers, financial, industrial, and social, are 
inciirred. Nevertheless most great powers in acute 
MS 
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national emergencies have bad recourse to paper 
issuer. 

Votuntary loans are of several kinds. • 

(l) A perpetual or peiinaiieiit debt is a public loap 
on which the government undertake.s to pay an annual 
interest, l»ut does not promise to repay the principal 
at any jiarticular date: it ticcomes in efTect a permanent 
annuity of which tlic holder can dispo-a: through the 
agency of the Stock Kxcliangc at its market value. 
The State may redeem the debt at par (unless it has 
undertaken not to do so before a sjiecifiod date), or it 
can extinguish debt when funds arc assailable by purchas¬ 
ing in tlie o|ien market. This is the most convenient 
form of public debt, and that in which the larger loans in 
Great Ihitaiii are now contracted. It is called Fumied 
Debt as constituting a permanent charge upon the 
con.solidated fund or jicrmanent revenue of the country; 
the English debt is also called “consols” from the fact 
that a number of loans issued at different rates were 
unified or consolidatc'd into 3 per cent stock in the 
year 1752, and further consolidations have taken place 
by conversion at subsequent periods. 

The amount of British funded debt in 1914 was 
j^5S(),';o 7,!>72. The great merit of a funded debt is 
that the country knows its liabilities, and can take 
stktable measures to pay its intcre.st regularly; it can 
make definite arrangements to reduce the amount of 
the debt. 

Unfunded or Floating Debt consists of loans for 
temporary purposes, repayable at fixed dates f they are 
primarily a convenience to meet the needs of exchequer 
payments while taxes are coming in; such demands 
136 
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arise for services ami ffoocls, and for loans made by the 
Stale, to local bodies, and their payment may in 
, some, cases anticipate the periods when revenue is 
fitllino due. Teinpoi,iry debt is "uier.illy raised in 
the foim of 'Ire.isiiry Jlills, usually of short date, 
three, six, or tuilvi. uioutle., or eteu loiiocr periods 
at .Some low rate of iiit re.t; 1 t,iX)P,ntio of .such 
Trs-asuiy liills were iu ciicul.itiou on 31st March 
lpl.j. 'I'liese bills ,aie umch in demand, lain;; con¬ 
venient for i.ipitiilists whose nioniy i.s thus at call; 
they arc ne ;sai.ibl';, .ne )i,uable to be,ner, pass by 
dtliserv, and may lie pud .as taxis. It is an 
.accepted piineiple that unfunded or floatinj; debt 
should be kept as small as po-'ilile, and that if 
ciicumslances occur which render the debt c'lhcr 
than teinpoi.iry, some part should be lepl.accd by 
funding. Exigencies arise in whiili the floating debt 
becomes exceptionally large and the time pciiod is 
extended; .such occasions were the I'ranco-German 
War and the .special conversion of Urttida con.sols 
(1889). Securities for .S|)ccial .service called Exchequer 
Bonds are then created at a fixed rate of interest 
.and rep.iyablc at a definite period; ;£'2(i,5oo,0(X) such 
Bond.s existed on 31st March I9t4 paj.d.le in-April. 
This form of security was introduced by Mr Gladstone 
in 1853. 

TermimUc mtmitics arc a kind of sinking fund for 
converting permanent debt into tcmpor.ary debt by 
capitali.sing part of the permancait debt and paying 
nff both sapital and interest aiitnniatically in a fi.xcd 
period. , The capibal value of Biitish teminable 
annuities in 1914 was estimated at ,^'39,552,219. 

1:7 
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A large part of these annuities consist of Post 
Office savings banks and Chancery funds wliich have 
been invested in cnnsuls l)y the National Debt, com¬ 
missioners, and thus poitions of tliese stocks haye 
been commuted by being coiivertisl into terminable 
annuities whicli expire in peiinds of akmt twenty 
years. The sums paid annually to the account of 
the Savings Hank and the c‘-lntes in Citancery are 
equal to the interest on the stock, plus an amount 
computed to produce by reinvestment a sum equal 
to the origin.al ])erm.ment block during the period the 
annuity has to run. 

To the nation the effect is that during the interval 
taxation is increased by the additional payment, and 
at the end of the period a capital portion of national 
debt is wiped out. The principle of Terminable 
Annuities was definitely adopted by Mr Gladstone in 
1868; it w.as renewed in 1884, and has become a 
recognised means for reduction of debt. 

Public loans may be internal, they may be sub¬ 
scribed entirely by the people of tlie country; or they 
may be external, is., raised wholly in a foreign country; 
or they may be held partly by home and partly ly 
forei;}n subscribers. The llritish debt is mostly internal. 
Loans may operate (i) to absorb savings unemployed 
ib industry, and thus utilise for government purposes 
wealth that might have sought some speculative invest¬ 
ment at home or abroad; in such a case they do not 
reduce the active capital of the country; or (2) loans 
may divert wealth from private productive employment 
to government expenditure, in which case unless the 
State expenditure is for.productive purposes there is 
a diminution of industrial capital 
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But in cases where loaning would be a drain 
upon home resources, loans are generally external', 
, «>, pporer countries and young colonies borrow from 
richer conntrie.s and take some of their surplus savings. 
If these arc applied in tlio borrowing country to 
enlerprists wliich develop its nsources, the loans 
increase the capita! of tlie world; the interest paid 
for its use may be much ie.ss than its yield, and its 
economic employment thus simulfciiieously aids in the 
development of the borrowing country while enriching 
the lending country, and it also creates an extension of 
international trading beneficial to botlt The industrial 
development of India and Australia has been greatly 
promoted by British capital, and their economic prepress 
aflords proof of the beneficial rcsultsXf external loans to 
both lending and borrowing countries. 

The debts of the British Colonies have been mainly 
incurred for productive purposes; roads, railways, 
harbours, irrigation, and many other useful public works 
have been created by their aid: the progress of these 
countries has thus been hastened, and an advanced 
sbigc of civilisation more rapidly attained. Facilities 
for borrowing with indefinite postponement of repay¬ 
ment have, however, this danger, that they tempt to 
extravagant schemes, reckless outlay and speculative 
expenditure upon projects which may turn out to be 
premature or wholly unproductive. By this kind 
of hurried development some young colonics have 
burdened themselves with heavy taxation, and various 
young republics have been brought to national bank¬ 
ruptcy and repudiation of debt, which have destroyed 
their credil: and placed a. severe check upon their 
prosperity. 

IJ9 
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No general principles can be laid down as to the 
expediency of national loaning. It mu.sl be determined 
by the circum.slanr(’.s. Tlie inclhod of loaning and the 
provision for repayment alway.s constitute an essential 
part of the problem. 

It has been urged as an argument against loaning 
that, in the absence oi a system of public borrowing, 
the exiKjiise of war i.s limited by tlie cajjacity for 
taxation; that war is then enleicd upon less readily 
and is less likely to be piotracled; while, on tlie 
other hand, the simjile device of burrowing with the 
possibility of placing a large part of the burden upon 
posterity tends to cause war to be more lightly 
undertaken and to be prolonged unduly; moreover, 
it is held to be unjust tliat any generation should 
inflict upon those that follow the burden of its unpro¬ 
ductive expenditure. Since it may be a.s.sumcd that 
posterity will have its own difflrulties and burdens, 
it is neither generous nor patriotic to pa.ss on to it a 
legacy of debt created by the imprudence or ambition 
of the present generation. Inherited incumbrances do 
not make fur the stability of citlier families or nations. 

So conclusive is tliis argument that only great 
tbrealsi to national existence, struggles for national 
independence, and unavoidable wars would seem to 
justify a nation in casting permanent burdens of debt 
upon succeeding generations, if, however, a national 
crisis occurs, or some great principle is at stake which 
will aflcct the future of the country indefinitely, it may 
be right tliat ix).ste(ity should share the cost ;>it cannot 
share the misery of the conflict Further, a nation 
under the strain of a great struggle may reach the limit 
beyond which further taxation would be unendurable, 
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or perhaps fatal to its economic stability; debt is then 
the enly alternative, lint it is a wise policy tha^ each 
genaration should pay its own way in all matters of ex¬ 
penditure w'hich cannot be shown to be cases analogous 
to permanent investimnt of c.ipital. Adam Smith and 
David Hume expressed, in their day, great alarm at 
thcjpowlh of the debt, which, ther- llioii<;ht, portended 
national Ijanirniptey iii both ineiins. M.i. .inbiy, at ,i later 
])eriod, regaiding with satisfaction the r.ipidly glowing 
wealth of the community .nid the geneial imiirovenicnt in 
the st.nidard of livin p rat In r ridiculed these predictions, 
m.iiiitaiiiiiig tiiat n.itioiial resoiiices had iin reaped faster 
than indebtedness, and that the rv.j/ biiidcn of the 
debt was diminishing. This comjiarison, ignorantly 
inisiiiKh istood, led to the ado]ition of the aksuid view 
that the lliitish debt was a. tiially a cause of national 
[ir(^rre.s.s; it was maintained that the nation had only 
lent to itself, and had thereby creatid a fund which was 
a source of wealth. A debt incnrreil in ooh r to procure 
productive eaiiital for a young and vigorous country, 
well supplied witii labour and pioductive land, but 
lacking the means for its devdopiiieiit, may lacome 
a source of wealth from the same (aiise.s that enable 
all well-employed capital to iiiciease wi alth; *liut in 
any other sense a ilebt can he nolhiiig hut a hiirilen to 
a country, just as a private debt is a liability to-’an 
individual. The llriti.sh nation pays sum.- 000,000 
annually in taxation, as interest on debt incurred for 
ex)icnditure on wars a century ago. The nccc.s.sity for 
such tarlation can hardly be rcgurdcd as a national 
advantage, even if the interest is jiaid to British citizens 
who expend their dividends at home. The inevitable 
conclusion is that measures should be adopted,for the 
131 1 3 ‘ 
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reduction and ultimate extinction of the debt True, 
the burden becomes relatively lighter with the growing 
prosperity of tiie nation, and its severity is muchtless 
felt when spread over 45AX),ooo people with tho 
present national income than it was in 1815, when the 
population counted only some 15,000,000 people with 
relatively much smaller resouiccs; the diminution in 
the relative burden of the debt is, however, an argu¬ 
ment in favour of making some sacriBce for its capital 
reduction. Considering the great inctease in the wealth 
of Great Britain, the debt has been reduted very slowly. 

It lias been advanced as an aigument i^ainst the 
reduction of the debt tliat the stock forms a convenient 
and safe security for the im'cstment of Trust funds, 
and for the reserves of bankers, insurance societies. 
Post Office savings bank, etc. But it is no ncce.ssary 
function of a government to provide such security, nor 
is the sciwice economically necessary. Numerous other 
investments suitable for these purposes exist in India 
Stock, Corporation Stocks, Colonial Inscribed Stocks, 
and Debentures and Guaranteed Railway Stocks, etc.; 
and there is a conritant addition to this field fur 
investment with the growth of municipal undertakings, 
the dt^elopment of the Colonies, and the increase of 
population. 

Loans are issued (») by a direct appeal for sub¬ 
scriptions, (i) or by negotiation through a banker or 
group of capitalists; the latter is usual in the case of 
foreign loans. The rate at which they are offered 
depends on the credit of the government,' and its 
estimate of the money market, the current rate of 
intent, the circumstances at the time of is-sue, and 
the conditions of repayment. Loans may be offered 
13a 
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at a fixed price, or to tlic highest bidders with a 
miiumum limit. Thqr may be effected at par, below 
par, or above par. Sometimes a government finds 
,great difficulty in borrowing at a moderate rale, and 
then, rather than pay a high rate, it e.lects to create a 
debt of a higher nominal capil.il than the sum it receives 
in order to keep down the denomination of the loan; 
the .system throws a greater burden upon posteiity, and 
prevents the .adv.intagc which might be obtained by 
conversion of the debt at a futuie time. As examples: 
for vCs.'i l Soo.ooo stock created by I’itt .at low rates of 
interest the govi rnnient received onl)' 000,000 in 
cash; the 1904 itussian loan raised in h'lancc was a 5 per 
cent, loin, issued at 95, ri'isiiable at par in five years, 
and aeeonipain'ed by a stipul.ation that a laigc part of 
tile loan should be taken in goods horn Fiance. In each 
of these cases the borrowing government undertook to 
pay back a much larger sum than it received, and this 
was done to keep down the immediate rate of interest 
Had the loan in each case been effected at, or below 
par with a higher rate, the immediate burden on the 
borrowing country would have been greater, but when 
the crisis had passed and an interval had elapsed, 
during which the borrowing country regained pros¬ 
perity and credit, the stock would sise in price"; the 
government could then conveit the loan into one* of 
a lower denomination, that is, cither it could reduce 
the rate of interest by effecting a cheaper loan with 
which to pay off the former loan, or, what is more 
usual, the holders of the loan woiild accept the lower 
rate then offered as representing its improved value 
at the current rate of interest. This process ofeon- 
verdon has been frequently accomplished. It was 
>33 
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commenced in England as early as 1714; the largest 
amount so dealt with at any one time was the .con¬ 
version by Mr Goschen, in iSSg, of £$$i,ocx},ooo 6(itish 
3 per a-nt. stock tu 2^ per cent for 14 years, the rate 
to be then reduced to 2j per cent. This opeiation took 
place in a time of jjeace and prospeiitv, when govern¬ 
ment credit wa.s hi;;li, .md when tlie normal rate of 
interest had been .so low [•)<■ a long period that it 
seemed to have f.dlen permanently to a lower level. 

It is impossible to compare with any degree of 
exactness the buidcn of debt in dilTerent countries; 
neither the amount of debt per head of population 
nor the rate of inU-iest is any criterion. Debts 
m<iy pay different rates of inleie.st, but the scvciity 
of the burden must also be relative to the density of 
the popul.ition and the degree of piosix;iity, to tlie 
standard of living and e.arning |iowcr. and the national 
resources of each rountry; further, it is very neee.ssary 
to distinguish rcinnnerative from non-rcuiunciative debt 
The debt of Great Uritain amounts to about/it; [ler 
head of poj.nlatiou (iyjij),lhat of India to about iSs 
per head, but the average income in Great Britain is 
many times gieatcr than the average income in India. 
On thdother hand, a large part of Indian debt repiescnts 
pioductive works fiaibrays and irrigation), while no 
pat of the British national debt can pro|)crly be said 
to yield revenue. Tlie debt of New Zealand, rai.scd 
m.iiuly in Great Britain, amounts to some per 
head of population, but a considerable part of it is 
productive. It is, Ivowevcr, an extravagant debt for so 
small a colony, even though tlie natural productiveness 
of the country be great. 

Mtthods for Reduction of Dcfe—Some countries have 
»3A 
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adopte<] violent methods for the diminution of their 
debt, and have attained their aim by repudiation, or 
by forcible reduction of interest. Usually this .act is 
Receded by gros-s public extravagance, revolution, or 
desolating war. There is no remedy ag.iinst a defaulting 
or repudialiug state, uiiles.s by force or by appropriation 
of its territory. The repudiation, a]'ait from its mural 
aspicct, is a case of national banl.-ruptcy both of means 
and character; it becomes a check to dcvidopment 
and trade, and is a destruction of n.ational credit for 
the future; and it is as impolitic as it is dishonest 

The principle of applj ing any casual surplus revenue 
as a kind of sinking fund for the reduction of debt 
was adopted very c-arly. It is, however, a slow and 
very inadequate method, since in some years there 
may be a deficit, and unless the revenue be .rrranged 
to yield a suri'lus annually; no definite amount can be 
calculated upon for reduction. 

The British practice is to provide in the Budget for 
a fixed sum to be set apart annually for the payment 
of interest on the debt, and as a sinking fund for the 
redemption of part of the principal. 'This method has 
been systematically adopted since 1875, when the sum 
so appropriated was ;C2S,c».',cioa The oiigiual amount 
has, very unwisely, .sufleiecl rcduetioiis* at the hands of 
subsequent Chancellors on the gicmiid of the pressure 
of exceptional expenditure, and the fund for repayment 
has been entirely suspended on .several occasions. 

Pitt’s sinking fund of 17S6, based on the calculations 
of a certain Dr Price, was a financial delusion. Its 
principle was that the government should apply annually, 
through a board of commissioneis, a sum of £1,000,000 
to the purchase of stock which was to accumulate at 
'35 
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compound interest until it equalled and wipejl out a 
certain amount of debt; and it was decided that,-as a 
provision for repayment, all future debts were to he 
accomp,mie(I with a siniil.ir .‘.iukinp, fund. It was not 
until [.^19 th:it the ab uruity of tl'is method of merely 
takino money out of one p icket in ordi-r to transfer 
it to the other was if aily undcistoo'l. The fallacy 
was fully cxpositl by 1 t.idd Ki'.'.iido, and this form of 
Sinking fund was a! oll'-hed in i.Sifj. 

At one time the doctrine wa.s prev.ilent that particular 
taxes should be set apait for the ieji:ijn}ent of debt. 
Indeed Walpole, in t/iO, charged cerlaiit revenues 
with annuities fi'r tlris purpose, .^t a later period if 
was pro|)osed to assign the ncalh Duties to the 
reduction of debt, and this idea was much favouied by 
Mr Gl,idsti ne. It has also been suggested that the 
Land Tax .shouh! be redeemed, and that the capital 
sum so obtamid should be devoted to reduction of 
debt; but neither proposal ha.s been adoiited. 

It is obvious that a systematic and persistent method 
is necessary if any real reduction is to be .secured; 
debt is an evil to a nation as to an individual, and 
though the burden lieconics more tolerable as the 
nation' gi ows wealthier, debt is not an institution to 
be uphdd. The nation should insist upon paying off 
a definite amount annually, and in times of prospeiity 
it should make .s|ic( ia!ly large contributions to that 
end. Every war has increased the debt; the South 
African War added about 160,000,000, and for the 
time put a check ujion the reduction of the debt while 
it has practically wiped out the reductions of the pre¬ 
vious thirty years. This set-back only renders systematic 
treatment in periods of peace the more urgent. 
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Some, economists have argued that so long as any 
undesirable form of taxation remains, it is better, for a 
country to remit the tax than to reduce its debt. On 
(his it may be remarked that if taxation is oppressive 
it will be difRcuIt without effecting economies to raise 
further taxes for any purpose, and reform of taxation 
is in such a rase essential. If the sy.stem of taxation 
is unjust it should be brought into conformity with 
established principles and canons of taxation ; but this 
is a matter quite di.stinrt from the ejuestion of the 
amount or object of the taxation. And in any case 
the cxi.slcncc of a debt entails taxation for payment 
of the interest, and a reduction in its amount at any 
op^Kjrtnnity will be a method of reducing future 
taxation for interest on the debt. The system of 
Terminable Annuities, ex[)laincd above, is one mode 
of extinguishing a portion of debt by a special effort 
extended over a period of years. The proposal of a 
general contribution to (say off the debt is scarcely 
worthy of consideration. It implies either that the 
whole community shall conbilmte capital, which is 
impossible; or that the burden is to be borne entirely 
by tliose who possess property, which is not only unjust, 
but also impnicticable, since the majority woulr! need 
to incur private debts at higher rates nn order to pay 
off their sbate of the National Debt. 

The mctliod of conversion alrcjidy described is a most 
effective mode of reducing the capital amount of the 
debt, provided that the reduction of the rate of interest 
is not accompanied by an addition to the nominal 
amount of debt by means of bonuses granted in order 
to make the lower rate acceptable. The credit of 
the State and the circumstances of the monqr market 
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ought to be such as to warrant the conversion to, a lower 
denomination. This enabie-s tlie gain by reduced 
interest to be apjilicd to tin; reduction of principal under 
that system of .sinking fund wliicli devotes annually 
a certain fixed anumnt to the purposes of tlic debt 

Lotal loans —Tin- jpeat ixteiisiim of municipal 
government lias called into existence a new kind of 
national dcbl, or r.illier a guai)) ol piililn- debts, for 
local purposes. These debts, which have increased 
rapidly since the Local Loans Act of 1875, enabled local 
aiitherities to borrow in the open market, amounted 
for the year 1914 to more th.m /'5b2,i),to,045 in the 
United Kingdom, of tliis lum the metropolitan l(.ans 
account for over,^i^ija.c.ici.fKio. The total amount raised 
for local ])urposes in the United Kingdom in 1914 
was .£ii«t,.it5,ii8, and of this sum nearly .Ceo,ooo,cx)o 
was obtained from loans. Local expenditure has 
received aid from Slate loans under special Acts of 
Parliament from 179a; repayment was formerly allowed 
over lengthened periods, some extending even to a 
himdrcd years, but .since 1875 local loans have been 
issued under regulations administered by the Local 
Government Hoard, which requites a sinking fund to 
be prcfvideil with each issue so as to redeem tlie debt 
in some moderaVc period, generally about thirty years. 
In. 1887 the loans thus mtide by the Treasury for 
local purjxtses were .separated from the National Debt 
and were created into a Local Loans Stock. The 
credit of Corpoiation Stocks stands high, and they are 
now included in the Trust Funds Act The sites vary 
from 3 to per cent 

By far the gieater part of local debt is urban, and 
is due to municipal activity. About one>haIf of the 
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debt ipprescnta remunerative outlay on water, 
and' electric lighting works, harbours, docks, quays, 
pien, tramways, etc., which yielil a revenue, and in 
«ome cases, a profit; any deficit has to be made up 
from rates. Another large section of the debt is due 
to expenditure, which, though not rcieiiue-yielding, 
is yet essential and directly beiicfieiat to society: such 
is the exi>cnditure upon .schooks, infirmaries, asylum.s, 
workliouses, public offices, baths, libraries, and fire- 
stations. The remainder is occasioned by other works 
of public utility or fur health, such as drainage, roads, 
parks, bridges, o[)en spaces, artisans' dwellings, etc 

The loanirtg system encour ages public outlay upon 
improvements by the facility with which it enables 
capital to be obtained ; the system is open to abuse, and 
loans have grown with alarming rapidity. The dartger 
is that it rerrders extravagance easy, and by placing 
the burden upon the future, it favours a tenderrey of 
public authorities to embark uiion enlerpri.ses of a more 
or less speculative character. Some of these arc industrial 
undertakings which it might be more expedient to 
leave to private capital and risk, but over which the 
public could retain some control. Heavy buniens have 
in consequence been imposed u[K)n some localities for 
repayment of capital and interest which tend to check 
their progress and place their industries at a di.s- 
advantage when competing with less heavily taxed 
localities. 

The practice of loaning needs to be exercised with 
much discretion; it is rca.snnakle thUt expenditure upon 
desirable public work.s of a durable character should 
be spread over a period which represents their fullest 
utility; on the other hand, that period sbotiid be 
•39 
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catxjfiilly limited, since fresh demands for expenditure 
constantly arise, and each generation will experience 
new wants and will have to meet new claims jipon , 
its income. 

The incidence of interest and ri'p.iyment, as of all 
rates, is mainly upon occupiers of bouse.s, etc., and in 
part on ground landlords; heavy taxation m.ay drive 
away some of those rate-payers who can change their 
locality, and may leave the burden to those less able 
to move. The maxim “festina Icnte” applies to 
corporations and to young colonies alike in their 
eagerness for development The power of borrowing, 
if exercised moderately and in order to provide the 
power of judicious expenditure, may become an instru¬ 
ment of rapid advancement; but if practi.sed in excess, 
or for purposes of outlay upon .schemes of a speculative 
character, it may entail a heavy drain upon the 
resources of the district, and thus exhau.st the wealth 
which would otherwise liave made for its progress 
and developaiont 
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PREFACE 

• 

The object of thiis woik is to present in a concise 
and simple form an account of the llrilish system of 
taxation and the principies on which it is based, 
together with some of the leading historical facts in 
its evoluUon. Taxation is a complex subject, and one 
on which there is no perfect consensus of opinioa 
Though in practice it compels the attention of evgry 
one in some degree, yet its principies are by no means 
universally understood; familiarity with the concrete*' 
facts does not impart principles of method, while the 
trouble of acquiring them is a barrier to many. One 
reason perhaps is that the subject has for the most 
part been discussed in general treatises on economics, 
or, when separately treated, has been handled with 
much elaboration and detaii, so that few except 
economic students have followed up its intricacies ahd 
subtleties; the average citizen with iiltie ieisure has 
small acquaintance with the more iearned and exhaus¬ 
tive analyses. 

There is room, and indeed need, for a brief and logical 
Statement of the bases of taxation and an exposition 
of the incidence of the tax.system of this country, Ko 
tope has occupied more of public attentioi^jil recent 
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yearsj nor is any likely to exerdse » gicaiier influence 
on the immediate future of the nation iif its application. 
It is desirable in the highest degree that alt citizens 
should be able to think out the economic consequences 
of taxation for themselves; to this end some assistance, ‘ 
analytic and historic, is necessary. To satisfy tlie 
need in a succinct form is the aim of this work; it 
offers no new theories, but Ueeks to aid clear perception 
in i difficult and somewhat controversial field of 
enquiry. The task necessarily implies considerable 
condensation. It is hoped that the work will be found 
helpful, and that it may induce many readers to 
prosecute the enquiry in the larger classical writings 
on taxation, a list of which is supplied in the short 
biUiogiaphy at the end. 

^ In this eighth edition the text has been revised 
so as to incorporate changes effected by recent legisla¬ 
tion, including financial and statistical alterations, up 
to 1914. The changes in taxation, public debt and 
general finance, created by the War, are so exceptional 
that it is not desirable to discuss them in detail until 
a position of greater stability has been attained. 

. Important additions to taxation and to debt as results 
of'the War are noted in the Appendix for information. 

It would be premature at present to discuss them In 
this volume. 
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PRINCIPLES AND METHODS 
OF TAXATION 

CHAPTER I 

THE GROUNDS AND NATURE OF PUBLIC EXPF.NDITURE 

Taxes are a portion of private wealth, exacted from 
individuals by the State for the purpose of meeting 
the expenditure essential to carrying out the functions 
of government Taxation in some form is an invariable 
attribute of an organised political society, and, under 
whatever name it exists, it becomes sooner or later the 
principal means of raising revenue for public purposes; 
It is thus the coi relative to the services which govern¬ 
ment performs for the community. Acting under a 
natural impulse men organise themselves into political 
adcietie^for common safety and to secure the advan-' 
lages which arise from combination; only by such 
Uipon is the development of human powers possible or 
Jpog^ess in civilisation attainable. All organisation 
itliplies administration, and this involves expenditure 
wiikh' must be met 1^ public income. 

'Economic separation of functions tends to increase 
^ the complexity of society, and the more advanced 
'^'organisation, the more numerous become the (lutRS 
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, of • government, tlie more elaborate and costly its 
machinery, and the larger the common fund requisite 
to meet expenditure incurred for the common good. 

The investigation into the nature and principles of 
State expenditure and State revenue is called Pkblie 
Finance—a science which involves considerations of 
both a political and an economic character. As in all 
other cases of organised knowledge empirical methods 
preceded theory, so societies had reached a fairly 
advanced stage before a science of finance arose, and 
in practice public finance took many forms before 
principles were formulated or even sought out; the 
fiscal needs of earlier times wcie met hy mra.surcs of 
a more or le.ss arbitrary kind determined by the form 
of government, the degree of knowledge, and the 
nature of the local circumsUnces; only gradually and 
in the more progressive countries under settled govern¬ 
ment have sy.stematised ideas as to principles of finance 
gained general acceptance. Modern highly developed 
communities profess to seek for guidance in matters 
relating to public expenditure from maxims of a 
scientific character, and to regulate their taxation in 
conformity with principles which arc recognised as 
working out beneficially in the circumstances that 
' govern their economic and political existence, t 
• In England, from the sixteenth century, economic 
enquiry began to take scientific form, but rather as 
a series of problems of trade, currency, and finance, 
than an investigation into production and distributioa. 
Towards the end of the eighteenth century, Adam 
Smith gave organic structure to ecocomics fs "an, 
enquiry into the causes and nature of the wealth 
of nations^ including an enquiry into the somceS 

, ' ' , ■ .’I- 
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of revenue of the sovereign or commonwealth”;’ a 
coniiderable section of this classic treatise is thus 
concerned with taxation and its effects. It is only, 
however, iij recent times that the systematised study 
of finance has come into prominence. Professor 
Bastable’s “Public'Finance," published in 1892, was 
the first exhau.stivc attempt in England to treat the 
subject as a specific science, although in Germany 
much labour had already been devoted to the enquiry. 

The present aim is to give an outline of the British 
system ol taxation with an examination of th” principles 
on which it is based, and to describe the generai 
incidence and economic results of the various forms 
of taxation. A preliminary survey of the nature of 
the public exoenditure which constitutes the demand 
for public revenue will form an appropriate introductioii 
to this undertaking. 

It has been held, and from one point of view the 
doctrine is vaiid, that State expenditure should be 
determined in amount by State revenue, just as the 
income of a private individual should dictate the 
scale of his consumption; in national affairs, however, 
this process is generally reversed, and State income is 
largely determined by considerations as to necessary 
QuUay^ measures involving public expenditure are ofiem 
urgent, and are accepted as needful and unavoidable, 
and to meet these revenue has to be found. Recourse 
in such circumstances is sometimes made to loans—a 
mCthqd open to abuse, and now adopted so frequently, 
especially in local affairs, as to afford ground for serious 
considfration; for debt implies merely deferred taxation 
.wftb interest In national pffairs the power to spent] 
and the ,need for spending have to be cmisidered' 
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to^iether; they interaet, and thos mutually determine the 
actual expenditure fur which revenue must be provifled. 

Taxes are contributions from the national dividend; 
they must ultimately come out of the annual earnings 
of the nation. The private income of a nation is the 
index of the capacity of the people to jiay taxes, since 
it is the real source of public revenue. Labour and 
wealth employed productively by individual^ tem te a 
fund which can be drawii U|)un ; hence, as Ajfit%nitb 
urged, the importance of measures which remove 
restraints on production, and which tend to stimulate 
the enterprise of a people. 

Public expenditure can be roughly classed under two 
heads, im^rial and heal ; the first concents the com¬ 
munity as a whole, the second relates to matters which 
have a special local interest; the army and navy 
illustrate the foraier, sanitation and street iighting the 
latter. Many matters, however, have both an imperial 
and a local significance, and in these cases a judicious 
combination of central and local control is desirable; 
the British poor law and elementary education illustrate 
fhb blending of national and local interesta The 
State contributes largely to public education; local 
rates are also called upon for the same purpose, and 
& local authorities have been delegated the drties of 
enforcing and administering the Education Acts. Poor 
law relief, which was originally under local control,, 
has, since 1834, been regulated by the Govemmoot,. 
but the administration is local, and the expei;dftivft' 
is governed by local ciicumstances, and folb nudnl^'^ 
Upon local rates, though the Government also„iBoli|h4t' 
contributions from impe^ taxation towards .fbil''' 
mtpensCi 
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During the growth and consolidation of the nation, 
two^ tendencies ^avc, been evolved as regards the 
functions of government, one making for centralisa¬ 
tion, and ^the other for devolution, The former 
has stended to unification, simplicity, homogeneity of 
manogeinent, and c(onomy; it has superseded diversity 
of authority and also of m>’thod in cases where unity 
was desirable. The other has made for the delega¬ 
tion of administration to locat authorities where local 
interests were mainly concerned. Local government 
is in the latter case deemed the more elTicicnt, since 
it can fully avail itself of local knowledge and super¬ 
vision, and can better deal with s[iccial local circum¬ 
stances and wants, such as arise from a diversity of 
industrial and commercial conditions in which elasticity 
of method is desirable. Further, local government is 
educative; it fosters interest and calls forth locaf 
sentiment; it can utilise the detailed knowledge and 
the administrative capacity of a larger number of the 
community, and it enlists the sympathy and activity 
of many who arc able and willing to give their service 
and knowledge locally, but who would find no scope for 
their public zeal and social sentiment under a system 
of centralised administration. The State in such 
cases tetains some control over the local authorities, 
and can restrain their action, e^., in the sanctioning of 
loans for local expenditure; it also forms a court of 
appeal against extravagance or any abuse of power 
on th^ part of local authorities. 

On the threshold of the subject two fundamental 
probleq^ preseat themselves, as regards both imperial 
and local expenditure: (i) what are the proper subjects 
for such npenditure; (a) what are the mtthoeU by 
{ 
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which funds are to be obtained, and, as a corollary to 
these, on what principles should taxatibn be based, r 
The proper scope of State action is one .of the 
standing problems of ])oIiticaI phitosophy. .Historically 
tlie functions of the State have in practice fluctdatetl 
between two extremes, and their exact limits remain 
still indeterminate. The one extreme view (socialistic) 
would comprise the whole domain of economic action; 
the other, commonly called laisstr faire, would confine 
the induence of government to the narrowest limits 
possible. The norni,il tendency in advanced countries 
has been towards free contract, but B'ltli many State 
limitations and icgidations. 

P'or centuries in England the sovereign power exer¬ 
cised over the individii.d a customarj control which 
favoured of bondage in social and economic affairs; 
service and taxation had something of an arbitrary 
character; labour, industry, and trade were fettered 
by numerous restraints, and political freedom for the 
many had scarcely any existence. At length by 
sharp conflicts political freedom was aerjuired, and 
personal and economic liberty gradually followed. 
The rights of free contract, voluntary combination, and 
free-trading were, however, slow in attainment 
In the .seventeenth century the idea of Stat* direc¬ 
tion and regrdatinn was a leading principle in commerce, 
and it was embodied in what is now known as 
the mercantile system. A reaction look place in the 
eighteenth cerrtury under the teaching of the Physiocrats, 
and especially through the influence of the doctrine 
of "natural liberty” then advocated ^d applied to 
economic considerations. .Adam Smith, the champion 
of economic freedom in Great Britain, however, rathet 
6 
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I 

attacked definite injurious restraints on economic 
libtyty than advocated, a thorough laisserfaire system. 
He sets forth the politico-economic duties of govern¬ 
ment as threefold: (i) “ the protection of society from 
tlie tioience and invasion of other independent societies ”; 
(a) ‘I the protection "as far as possibie of every member 
of society from the injustice or oppression of every 
other mciniier of it, or the duty of estabiisiiing an 
exact adnilni.slration of justice(3) “the duty of 
erecting and maintaining those piibiic institutions 
anri tiiose public works whicli, tiiough they may be 
in tlie highest degree advantageous to a great society, 
are, however, of such a nature that the profit could 
never repay the expense to any individual or small 
number of individuals.” 

More recent classifications are little more than 
refinements uixm and restatements of that of Adan? 
Smith. For example, J. S. Mill divided the functions 
of government into “ necessary “ and “ optional.” The 
first comprised security of life and property and defence 
against both foreign and doniesstic enemies, which 
practically coincide with the first two duties set forth 
by Adam Smith. The boundary of tlie optional field 
Mill admitted to be very elastic and undefined, and 
to be< determined in dilTcrcnt circumstances by tlie 
principle of expediency; each case of State interferenoe 
most be justified on its merits as a public benefit, and 
as tlie best means of obtaining some end deemed 
desirable for the community. 

Later socialistic conceptions of the State led to the 
revival of tbeaidca of paternal rule and a tendency 
to regard the State as the chief force in expanding 
and consolidating national life. The adoption pf this 
7 
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doctrine would obviously involve a very large iitcrease 
in taxation, But the economic and industrial conditions 
of nations vary greatly; different circumstances and 
different stages of evolution call for various degrees ol 
departure from the principle of non-interference, lAiieh 
may be adupted as the normal principle. This remark 
is illustrated by the contrast between British rule in 
Great Britain and in India; many duties must be 
undertaken by the ruling power in India, which are 
accomplished by voluntary enterprise in Gic.it Britain. 
Similar devi.itions from the principle of free enterprise 
are observable under different civilisations, and under 
the diverse forms of distribution of political piowcr in 
various countries. Among barbarous nations there is 
little organisation or combination, and no system of 
{axation except in the form of obedience and service 
to the chief. Under feudal government the various 
gnadcs of society were buunil together by a system of 
land tenure in which military service, labour dues or 
customary payments, were exacted from all classes in 
some form. In course of time with economic develop¬ 
ment service was commuted to money payment, and by 
degrees taxation in some more or less arbitrary form 
appeared; it was long, however, before it was reduced 
to definite principles and methods. 

' In the Middle Ages much public expenditure was 
incurred for purposes of war and religion; these called 
for both personal service and contributions of wealth. 
As commerce, trade, and industry increased, greater 
prominence was given to the economic aspects of 
society; problems relating to the functions and> limits 
of State control and direction became more numerous; 
and while old restraints were being removed, new forms 
■' I 



I.] .STATE REGULATION 

of St^te intervention were called into existence, Thus, • 
fj!*, CombinatioTi Acts were repealed, while Factory, 
Mines, and Workshops Acts were passed. 

The utilitarian view of expediency as the decisive 
tc.sf of government regulation seems to [lermit the 
indefinite application of .State intervention, provided 
it can be sliown that the general welfare can only thus 
be best attained; the onus^of proof, howev'er, rests 
always svith the advocates of new modes of interfer¬ 
ence, which require additional ex[>endituic and make 
a demand for further taxation. Scientific knowledge, 
which has extended hum.'ui powers over nature, has 
increased the v.iricty of operations and products, and 
has created elaborate industries employing complex 
machinery. This evolution has nece,ssitated ficah 
regulations by the Slate, in order to prevent injury ta 
workers who arc lialile to sulTer under the new industrial 
system. It has also become necossaiy for tire Stale 
to piotcct the public against abuses of power by 
special interests and monopolies. Increas'-d public 
expenditure is a rc.sult; this is cxcmplifitsl in national 
outlay on police, edmalion, regulations toucliing trade, 
railways, and slnpping, and inspection of many kinds, 
both national and mutjicip,al. 

The*determining principle in the case of both imperial 
and local cxpendituic is ailmittedly the supply of some 
service necessary or desirable, and able to be more 
efficiently provided by public action tlian by private 
enterprise While there is sco[)e for much elasticity 
in the application of this principle, in determining 
the field of Its* activities it is important that govern¬ 
ment, whether local or imperial, should not restrain 
that indittfdual freedom, which, by fostcrinE;.«mergy, 

9 
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entcrpriiic, and invention, becomes the prime factor in 
all progress. On the other hand,* since progress 
depends also upon safely and knowledge, the State 
should secure that these conditions of national develop¬ 
ment arc provided. > • 

Some kinds of public expenditure are called un- 
remunerativc or non-productive, bec.'iu.se they do not 
yield any apparent addition to material wealth; such 
expenditure may, however, be unavoidable, as in the 
exam[ilc.s of military defence and police, which are 
rendered necessary by the jealousies of other nations 
and the coiidilions of morality at home. The standing 
armies of Europe alone cost va.st sums annually, apart 
from tire indirect losses to industry arising from the 
withdr.iwal of able-bodied men from industrial employ¬ 
ment. Viewcil from the economic stamlpoint only, 
this expenditure would not be rcganled as productive. 
Other expenditure is called productive or beneheial, 
becau.se it returns interest on capital, or affords some 
very obvious economic service; such ex[iendlture may 
be regarded as capital sunk in the common interest, 
and is exeni[i1iScd by outlay oir roads, harbours, docks, 
and V iterworks. In these undertakings there is a 
t;ingil>le or visible result, something which supplies a 
definite economic good, or which yields a revenue. The 
term [irtxliictivc is, however, incap,dile of clear de6nition_ 
on these lines; some expenditure is less obviously 
productive in its immediate results, but is not less 
economic in its ultimate effects; such is the expei^diture 
upon public education, which may increase the pro¬ 
ductive power of a nation in an incalcalable .degree. 
Again, a war of defence caay be necessary to preserve 
the v6r,v existence of an industrial people; jts results 
* » 
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are as asset incapable of economic valuation, tbe setvice • 
capnot be weighed against the cost, Much economic 
loss arises from defects in human nature; the.se must 
be reckoned among the data of the problem, and they 
rerRler employments such as those of the army, navy, 
and police, nea-ssary. 

It may be urged that im? econoniic advantages 
arc gained by niilil.iry training, and it is admitted that 
the virtues of patriotism, courage, self-sacrifice ate 
called forth by war; but the net ceonomic outcome 
of militarism is waste, and those same sirl.ies can be 
promoted and displ,i)'cd in olhei circuni-tances. As 
regards the inrentive power said to be stimulated by 
war, the same originality of genius could find a vent 
and more valuable emplojment in peaceful pursuits 
which add to production, remove pain etise laUiut 
and promote comfort To the immediate taxation for 
war and preparation for defeuee must be added the 
debts incurred, which become a permanent burden 
on the industry of the nation. The conclusion <s that 
while some degree of naval and military cxixmdituie 
is inevitable in the existing relations of nations owing 
to inherent defects in the character of men, it is to be 
deplored that this kind of expenditure tcjids to gro>v 
with afcelcrating pace and to absorb an ever increasing 
proportion of national revenue.' 

Public expenditure is not restrained by the forces 
which control private expenditure; the d^ce of 
• 

’ The militaiy defences of the great powers of Europe on a 
peace basis cost tliose nations more tlian ^joo,ouo,coa a year, and 
this is cuSormously increased by periodic outbreaks of war. Fiuiher 
faKreese of expenditure upon milhary or naval equipjnea^bjr one 
]K>irer wYvjoUy evokes rivalry among othen. 

II 



, NATURE OF PUBLIC EXPENDITURE [chaK 

taxation is limited only by the estimate of its necessity 
and the capacity and willingness »of the people to bear 
it. The Government must consider the effect of taxa¬ 
tion upon the industry of the people an4 on their 
power to pay. Anything which encroaches upon tlifsc 
unduly infiicls a double injury, inasmuch as it reduces 
the sbindard of living and threatens to sap the economic 
forces of the nation. 

Public expenditure, both national and local, is liable 
to sundry defects; in some cases the influence of 
private individuals procures outlay upon measures 
which are unproductive and do not really tend to 
public advantage; also the motives to economy in 
administration arc not so urgent as in a pris-ate business, 
for tliosc who direct public exjienditure do not feel 
the same responsibility as those who arc dealing 
with their own capital, since they do not personally 
suffer the [Kiialties of wa.itc; tax-payers cannot .select 
ail their employees or secure their full efficiency, nor 
can they readily change their methods of expenditure 
when these are established, or effectively control the 
machinery when once it is set up, State production 
has also a tendency to check private enterprise; it 
wreakens competition, cstabli.shes routine systems, and 
discourages the introduction of new and more ect nomic 
rhethods. The invigorating stimulus of competition 
and personal interest seems to be e.ssentia! for progress. 

Private enterprise seeks to increase wealth as a 
source of profit, and its expenditure is regulatpd by 
its income. In the case of the State the revenue 
demand is fixed by the amount af expenditure 
determined upon in advarice, and thus arise oppor- 
tunitiA, for extravagance; taxation may be called 
t» 
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' Dpon'to meet the outlay upon projects which aic the 
fads of a party t&mporarily in office, or for the gratifica¬ 
tion of a popular sentiment which has not counted the 
ultimate coat of its demands. Taxation always reduces 
the'spending power of the tax-payer by the amount 
be contributes to the State; although expended by the 
Government in employing labour in the performance 
of some necessary duty, it yet^reduces the consumption 
of commodities by thn.se from whom the tax is taken, 
and to that extent their power of creating a demand for 
iabour is contracted. In deciding upon any extension 
of the functions of government it is necessary to balance 
the advantages of increased efficiency to be gained 
thereby against the effect of increased taxation upon 
the community. 

It will be .seen that by far the largest portion of 
public expenditure is occasioned by the necessity for 
nationai defence, and by those lawless propensities 
' which entail an elaborate system for securing civil 
and criminal justice Public outlay for these purposes 
is generally admitted to be unavoidable 
The maintenance of justice is an obvious duty of 
government; it is included under Adam Smith's second 
class of public duties, its object being security of life 
‘-^and ptoperty at home It involves a costly legal 
Biachinery to secure the tights of individuals, including 
( expenditure on law courts, plice, prisons, etc Such 
li^t^lienditure grows as the community expands Its 
^jUeas iconceming the duty of advancing humanitarian 
Only a small prtion of this outlay is recovered 
effendets'bgaiost the law; practically the whole 
criminal Illation and most of die cost 
machinery fall upon the eni jfnnnhy . ■ 
U' 
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Certain legal services are paid for in fees by those who 
benefit thereby, as in the ease ef paftnts; also deeds 
and documents of vnilou" kinds arc rendeied legal by 
the stamp duty or by tlic fees for public vgistrntion, 
but these aiTi.ct only a very small section of IbgdI 
cxp'iiditiire. 

Security of proi>orty is essential to pro^crityj its 
absence is most adveijc to wcalth.protl®tlon, and 
thus taxation incinicil in maintaining justice muit.be 
regarded as a price paid by a rommunity to enable it 
to pursue its avocations with safety, and as a means 
of calling into existence a larger botly of wealth tlan 
would be created in its alisence Similarly the 
exirenditure upon persons with criminal propensities is 
inevitable; we must either ‘■uffer from their predatory 
tendencies, or pay the cost of secluding them, ami of 
aiming by mcthu.ls of discijrline at their reformation 
and tlie diminution of Ihdr class. 

The relief of the poor lias been recognised as a State 
duty from the period of tlie decline of the monastic 
system; its provision was found ineffective unless 
under organised puldic contiol, and it was made legal 
by the Poor laiw Act of i6oi. Experience has proved 
that some mclliods of relieving poverty only increase 
the evil; and wl.ile the principle has been adopted that 
the indigent, helpless, orplmncd, and insane cannot be 
allowed to perish from want, the problem of their 
support is one which can be solved only by some form 
of public provision. The neglect of this duty wpuld be 
both a public scandal and a social danger, hence it 
becomes nece-ssary for the State to ddVise methods of 
a general character to provide some kind of public 
relier;.,the exercise of private charity is not thereby 
IS 
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superseded, and there is scope for wise co-ordination ' 
that both systrnfe of aid may work in hamiony, so as 
to secure the maximum of good to the community. 
To priividg relief for the nndy without encouraging 
idlefiess, to help without luujieiising and witliout 
unduly Iniidctiing the iii.iiu-lrious, are aims as yet 
imperfectly teali-'id by Slat activity in this direction. 

‘^Thib rccii^ni.sed jiublic duty ir., liowcvcr, a source of 
Heavy taxation. It is rniiad'out by thi joint action 
of ccntml and local arlministiation ; the central govern- 
ipent initiates, regulate:, and ii".('ect.:; tiic several 
localities levy the r.ites and adniniistcr the system; 
the object is to secuie efficiency and also elasticity of 
method by adaptation to local conditions. 

Education, formerly left to the volunt,iry action of 
the benevolent and religious instincts, has during thc» 
nineteenth century come to be reg.irded ,as a national 
duty. Great llritain cxiiended ii[)on ruhlic cdnc.ation, 
in I9M, .fjiy.f'O'.), IJO iioni imperial levciii'e. ami from 
local taxation iCsS.ody.iii'lj. The ruillay is justified 
morally by its deterrent action upon vitc and crime, 
economically by enhancing tlie [irodiativc power of 
the nation, which depends upon 'Is knowledge, .skill, 
and capacity. To secure this cfliricncy, compulsory 
attendance at school is necessary up to some point; 
compulsion entailed public aid, and this led to fred 
primary education. The economic argument for public 
expenditure upon secondary and technical education, 
rescan^' work, museums, art galleries, libraries, etc., 
tests on the same principle of public utility; its tendency 
is to yjpld resute profitable to the nation far beyond 
the cost, if only wisely rjjrcctcd. Such outlay is 
r^arded as capital sunk for the future progrOs of 
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• the nation, and must be classed as a productive invest- 
ment Private munidccnce in rhe furm of endojr- 
ments is beneficial, but it is veiy inadequate in amount 
Education is a matter of public concern;,both the 
amount which should be expended upon it by ihe 
nation, and tlie best methods of expenditure are still 
matters of controversy: in any case judicious expenditure 
on education is profitable to the public, but it mahes 
a heavy demand upon both the imjierial revenue and 
the local rates. A further argument for public educa¬ 
tional expenditure is based on moral grounds, and is 
analogous to that which is a main support of jioor-law 
relief, viz., that it is unjust that those whom the accident 
of birth has placed in less advantageous condrUons 
should suffer from the want of that equipmotg^hich 
can give them reasonable opportunities of happiness; 
in other woids, it is contended that there should be 
approximate equality of opportunity. 

Other forms of public exfxinditure included in 
the optional group fall under Adam Smith’s third 
category of works of public advantage,—lighthouses, 
harbours, roads, bridges, and in some cases railways, 
telegraphs, and the various means of transport and 
communication vital to economic wcli-being. These 
are classed as optional measures, because it is un- 
eirtain whether they would be adequately supplied by 
voluntary effort, or to what e.xtent public expenditure is 
necessary, and what form it should take Where capital 
and energy are abundant, railways and other means of 
transport may be best supplied by private enterprise, 
the State controlling its direction, and setaining.super¬ 
vision over its methods in the interests of public safety, 
In other cases, where the economic resources of 
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countiy are undeveloped, the State creates a great 
utility by proeiUing - the means of communication 
find transit. India, the liritisb Colonies, and other 
countries have demonstrated the remunerative character 
dT tfiis kind of public ox|)cnditure. There is, however, 
always a danger of extravagance and misdirected 
expenditure in these und’’takings; localities which 
will derive benefit thereby arc ajit to take exaggerated 
views of the public advantage to be gained, and to press 
their claims for tlie outlay with little moderation when 
the risks of loss arc as-iutned by the public cx’ hequer. 

Many other .services are performed by the State for 
purposes of general utility and convenience. Registra¬ 
tion of births, deaths, marriages, contracts, wills, etc,, 
the collection of stall.-lics of population, tr.ade, industry, 
health, etc., the control of the coinage and currency,, 
the fi.xing of standards of weights and measurement, 
are examples of services, .some of which would cither 
nut be performed at all, or would be carried out with 
less efficiency if left to individual action. As will be 
seen later, direct aids to specific industries by protective 
tariffii, bounties, and subsidic.s, which have been, and 
are still widely regarded as within the sphere of State 
activity, arc to be condemned, since their effect is tp 
yield profit only to a favoured few at much expense 
and loss to the cummunily, while resti icting that healthy 
competition which makc.s for progress and cniciency. 

The field for public action is thus seen to be extemsive 
and capable of indefinite expansion. Its limits are 
entirely determined by expediency; no absolute criterion 
can be.laid do#n, except that evidence and argument 
ahali in each case demonstrate advantage to the public 
interest, ai)d that the common gain is worth the*cost; 
and if it be decided that a new public departure is 
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desirable, an experiment should first be mado on a 
small scale whenever that is possible;- Certain guiding 
general principles can bo staterl: — public action 
should not tend in any degree to stifle private enter¬ 
prise whenever this would he effective; the State should 
not enter upon undoital:in;;« of a spceul.itive nature; 
in cases involving larp.c outlay adcpiate proof of the 
need and benefit of such cxpemliturc should be forth¬ 
coming; the project should not benefit one class at 
the expense of othns, but the economic advantage to 
society as a whole should be distinctly proved ; and all 
State undertakings siioiild be of such a kind as to be 
open to piitdic observation and ci iticism, both in their 
financial effects and in their oiwiations. 

In Great llritain the National lixpenditure comes up 
for review by rarliament annually in “The Budget,” or 
national balance sheet. This is the statement submitted 
by the Chancellor of the Exchequer as Finance Minister, 
and as the mouthpiece of the Cabinet, which is collec¬ 
tively responsible for the Budget. He fir.st renders an 
account of tiie past year’s income and expenditure, and 
then submits an estimate of the proposed expenditure 
for the coming year, and also the measures proposed for 
“the supply” of revenue. The ex[K;nditure falls under 
two heads: (t) Consoliduled Fmtd Charts, which are 
the more permanent chaq;cs authorised by Parliament 
to be paid without annual renewal of Parliamentary 
authority. These charges consist of intcrc.st, annuities, 
and the sinking fund of the public debt, the Civil list, 
expenses of Courts of Justice, etc., and .special pensions, 
(a) Su/^ily ChargN. These are voted annual)/, and 
consist of the expense of the Civil Services and collec¬ 
tion of revenue, and the cost of defence (army and. 
navy, eVc.) and education. For the preparation of the 
tS 
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Budget the Treasury receives detailed estimates frCim 
the •various govertinient dcpaitmciits. Mucli skill and 
experience are rcipiired to forecast the revenue of the 
coming yeas; the estimate', must not be over-sanguine, 
nSr must the [sissihle exiivmliture be under-rated. As 
a rule, great acciuiiey is ateiiiicd owiiif; to the cumula¬ 
tive experience of the pHii'.i.ient firianrial officials. 

It is a salutarj' priikiple of the I’riti.sh Constitution 
that all iirupusals for i-xi’endiliirc must come from 
the Mini'try. The House of Lords does not deal with 
fmanci.al ‘luestions; after criticism by the House of 
Comuions in Curamittee the expendittne and propsed 
taxation arc ileteriiiincd l.y votes of the House. Since 
the lower Iloiihc only can intiodnce money-bills the 
[x'ople are sai.l to vote tljeir or, n taxes. The sums 
voted are anoMpriated to definite expenditure, as set. 
forth in the estimate.s, and cannot hi- .ipplied to other 
purposes An eiaboratc system of .adinini.strative control 
precludes any risk of niisappropiiation. The revenues 
as they are collected arc deposited at the Bank of 
England, which is the banker to the State. Payments 
arc made by the li.ink only in accordance with an Act 
of Parliament, and by orders from the Comptroller- 
: General and the Treasury. All accounts arc audited by 
a specUl govcrnraenl department, called the Exchequer 
and Audit De[)artmetit, and finally a report is made* 
to the Parliamentary Coininittcc of Public Accounts. 
Thus the authority for expenditure and taxation 
emanates from Parliament, and the detailed state¬ 
ment of the accounts of the nation is rendered to 
Parliament aftef the close of the financial year. A 
system similar in princijile,* though differing greatly 
In detail, obtains in other countries. 

The following Tables, taken from the Finance 
'» 
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Accounts, 1913 - 14 , rjive a sujnnmiy of the ^jross* national 
Kevenue and K\pcn(litmx' f'l* lli.it ynaf. • 
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CHArrER II 

SOURCES or IMI'EUIAL REVENUE, AND THEORIES Oi 
TAXATION 

In primitive times the revenue of the sovereign was 
derived almost entirely from land, which was then the 
chief source of wealth. From tlie Norman Conquest 
to tlic middle of the sixteenth century the royal 
demc.sne, customs duties, and varions direct taxe^ 
—aids, benevolences, poll-taxes, etc., were the chief 
.sources of revenue. Hut the liereditary estate of the 
Crown was much wasted by extravagance and gifts 
of the rulers, especially under Henry VIII. and his 
son; and at a later period with the growth of popular 
rule, what remained pa.ssud under the administration 
of the State. In Great Britain State property has 
long ceased to provide any significant proportiqn 
of public revenue. But land and natural resources 
are still an important source of revenue in sonfe 
countries; Austria and Russia possess extensive 
public lands. In England, the United States, and the 
British Colonies most land has passed into private 
ownership, and only as a taxable form of wealth 
does supply revenue. The alienation of public 
land was advocated by Adam Smith and J. S. Mill 
on economic grounds; they held that the, public 
SI 'n a 
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administration of land was costly, and that private 
ownership led to more rapid devciopmcnt thro'ifjh 
the motive of personal interest, and they maintained 
that the prosiierity thus created would yic’d a larger 
source of publrc revenue than St.ite ownership.' It 
may be noted tli,tt this doctrine is illu.stiated in the 
practice of the S"]f-;;us'ernin'; colonies, and that Can.ida 
in particular has attracted emigrants and gained develop¬ 
ment by the offer of free grant.s of land to .settlers. 

In India three-eighths of the net revenue is derived 
from the land. But the circumstances of India are 
peculiar, ina-smuch as the sioeieign .inthority from 
time immemorial has claimed a share in the produce 
of the soil. The Government owns and administers 
the land, letting it at a moderate rent, which is 
popularly, but loo.sely, denominated a land-tax. 

In some countries forests, minrs, and other tintiiral 
products yield a revenue to the State; some ot these 
resources tend, however, to become exhausted in time, 
and are encroachid upon with the growth of popula¬ 
tion. Gel many .still obtains a large revenue from 
fore.st,s, as also docs Driti.sh India; and the island of 
Formosa gives Japan a revenue derived from the govern¬ 
ment monopoly of a natural product, the camphor tree. 
In many countries the goveinment amtrols 'certain 
industries for the purposes of revenue. The vety con¬ 
siderable tobacco industry in France is an example 
of a St.ite mono[iol)' maintained for revenue. The 
system, though it produces a revenue to the State, 
cannot be considered economic; it is generally held 
that the Stale manufactured article is'inferior to that 
which is produced under free enterprise, and the 
industry is open to all the defects that were mentioned 
xt 
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inciduntfil lo p.ovcrniTKiiit piDilurti'in. In India the ^ 
Kriiidj (Irncrnirtent Jnriueily po‘'.schsrd .i hoiiiuwhiil 
cxc(;[)linii,il mniMpoly ol the opium ti.irlf, fr-un wliicli 
it rpi.ed u-vcmie. On in'ir.il {^loiiiids lliu 

disi uiM;j(*d in I'jv’ ainl ce.Lsi'<l 

111 1915. I'lif rn**iM.ui ‘hn- iiMn>*i)l nw'iis uiid i*m- 
tliuls U'i railn..’,' at <t 1 .t'lit, ih-'iiiijli Iht* motive 111 
tills IS iK»t puuly finanrial. In (ircat Ihilain 
ihr '»mIv Stale mini‘P'»ly imiJiiie is the J‘ost 

Ofii.e. i’lniidinii tolv'.r.iplis iiiid t- liplioncs, fiom which 
a nrt revuiiie o* abinil o.oco is ubtaim h 

rin.- j;i'-.s iiatiDiml icAtiiue of the Oiiilfd Kiiip.doin 
(eNclii'Iiiy; that for loral jnirpos.s) aniumited 

fur the year 1913-14 to /i97.49*."‘>‘‘1 this sum 
S3 pLM cent, vas laisi'fl hy laxalion ; on 

L'»nim')clitiV'., /'{7,<)rir)rx.j(.» rioin income ami jiroperty 
tax, |■.'.‘>>> ftoiu realised wealth pas-.in^ al 

death, /^yi/Ki.ooo finm iluties on transactions, and 
,.^'2,cx')C',L’U0 Iroin Uixes on occupied housc.s and busincsf 
jireinise.s. 

The Liitiih fiscal sy.stcm is liie outcome of a long 
evolutionary process, diirinjj wliicli taxation has become 
almost the only source of revenue; many eailicr methods 
of raising revenue have become unremunciative, and 
some "iiavc lapsed because unsuitable to tlie political • 
ideas and aims of a sclf-gincming people. The control 
and adiniuLlration of public finance are now among 
the most important functions of tlic House of Commons. 
Taxation no lonp,er takes the form of a customary sendee 
or an arbitraiy exaction by a superior authority, but 
i» determined *by popular will and sentiment, and it 
profe.sses to conform to certain principles of justice 
and productiveness. It is compulsory in that it •exacts 
a 
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contributions from private ii}ci>me for public purposes. 
The legislature ikttrmines itS' naWre and amount, 
provides the macliiiiory for its cniliitioii, and enfoircs 
tile payment. The system has betn ei’olvcj uradually 
under the iiiniieiirc of |xil!th.d and exnioinic ii'leat, 
The aim is to secure that all citi7.cn.s cuiurjliute in pro¬ 
portion to tlicir mean-,, ivith no undue pie-ssure From 
the nature of the circinii.stanccs many iiicoualilics inu.st 
arise; neither absolute'equity nor [xirfect economic 
working can bo assured, and the problem of the best 
sy.stem will itni.iin an abstract question .so long as 
societies and conditions arc liable to change. 

Self-taxation by voluntary subscription has been [lut 
forth as the iikal systi m. Utopian as tJjis notion is 
something of the kind fotincily c.\isl«l in several small 
city states; Hamburg, Zurich, and lla.sle .at one peiiod 
derived most of their revenue from the voluntary self- 
assessment of their citizens. Its .success re.stcd on a 
species of republican imltiotism, niiich to be admired, 
which found scope, however, in a very limited area, and 
wa.s of a civic rather Uian a national cLaiaictcr. It is to 
be feared that this system, still occasionally advocated, 
would form a very doubtful .source of State revenue, and 
would yield a very unreliable budget in the circum¬ 
stances of any modern State. *• 

■ A theory of taxation, at one time prevalent, held that 
taxes were the cqiiiv.'dent given by citizens for the 
benefiLs tlicy derived individually from the State. This 
doctrine, sometimes spoken of as the “ Social Dividend” 
or “ Quid pro quo ” theory, docs not offer a satisfactory 
basis for imperial taxation. The idea pfribably arose in 
those early times alien personal service was exacted 
from every tenant bj his over-lord. With commutatioa 
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of service, the notion U'canic associated with moncy- 
pajjnients. In cmiw.of time the Hf»\'Te{j,ni came to 
be icj^'.nicled a.s the source of authoiity and n^ht, ami 
to bt* entitjed t<3 ta\o.‘- fu the fnotrclion and security 
conferred under his inle; [nivilenes and nen 
derived fiom tlio Midie sou i.e,cimnim> d the Impiesdnn ; 
and down to L.inip.Hiiti'»el’. roieiit liuiei, the payment 
of taxes WAS itiP-i pretetl a p.ivmeiit, iiioie oi less just, 
for persi'fial ad\Aiil i ;cs c*»'ifLrn d by the p,»A'crnin':nt. 

In his “Ksfiiil de', Lfns" Mnntescpiieu !'ys down 
the d(«clifnc tliat “llie revemius tif the .‘“•'.ii consist 
of the poitions winch each citi/i n !;i\cs oJ his foilunc, 
in Older to enjoy .seanely llu lesl.” 'lids view 
appaicntly ‘dves expiessinn to the quuf pro quo 
llicoiy ot t'\nljon. The doctrine, howe\ci, scimis to 
ijrnore the ii.i'st important and really luiulainental 
advaiita^^cs which follow ufion the evolution of a society, 
viz., the unity and soliciaiity of its co cjperative 
organisation; and it o\itU-o1.s the fact tliat the 
services of the State are wholly incapable of exact 
measurement and apportionment to individuals, ff 
the State merely offered to e.nh individual sreurity 
of life and property in cxcha:i;^c for t.ixt;s the weak 
as requiring greater protection should pay more than 
the slpong, and lliose most able to pay might conliibute 
least Ob\iously this view will not boar criticism; 
contribution to public expenditure is not a purchase 
or exchange, but a resijonse to a national demand (»n 
account of a common giiod; it.s raison ctRif is that 
it conlers collective advantages which cannot be stated 
in quantitative* terms, and which are n* t meted out 
to individuals; the l>enerit^arising from the solidarity 
of society is incalculable, the expenditure is general, 
at 
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and Ihc icvciiuc is a joint tica^'sity which nmst be 
jub^rihcil to by indivi(!u.»l citi/znis, nt^t for their sljare 
as such, but for (.ollcctivc* lK:ne{it^ ili’rived from their 
common esi‘-{<ih.c a a .Sbiti’ Only a vci,,;small part 
of [mblic revonu'* 'm-I fv]{-;rnph <har|'rs.‘and 

some fees in the I -iuns of Iiiaii'f, cfc.-i: ,ti n|u\ ilcnt 
for sjx’cial .-rrvii • l‘ublii Wtints and ruiniiinn hcnofjLs 
arc the ^roeno- of l.ix'itku; whuK' ft r>llo\ss th.it 
no clu''- shuiil'J Im’ t'MiisjHod fp'iti tn\. all »]oii\c 
:,oniea«Kanl.i^;c-ifp'iii llico/ininonueabji,and all -h'‘ijicl 
share in both the diilv.-> and k sp'insibiliiies of citizen 
shi}», cU-Cordinjj to thtnr capiKity. 

Adam Smitli and liicaido divjusvM the MH.Idenfc 
of ta\cs as upon wnpes, j)rofils, and inji, Sim-c 

liicsc conslitnlo the national f'ixidend, and ajc the 
only elements in iiicniiu', a tax on iucMinr must fcdl 
'upon one oi t'lht-r of them; ])nt the emjuiry, 
valuab'e foi -li .'.lu-.inj’ the ellcrts of special taxation 
on these ffums of income, doLS not affoid a valuable 
classifiLatioM of taxes. Many incomes, moreover, arc 
coinpoNcd [jailly of wage's and partly of profds or 
lent; indeed, ocnni.uiic analvM.s shows tijat in most 
incontes from skill, tlie three are inseparably inter¬ 
mingled: rent ol ability and intciesl on capital, sunk 
elilier in the individual or in his inslruipciiK?, arc 
included in llic rcwaid of skilled lalniur. In the 
exiK'iidituie u|xm tixeJ lea, tobacco, or wine of a 
profes-iitinal man, it \;«iuld l)c iitif^ossible to say 
whetlvcr the duty fell upon wapijs, profits, or rent; it 
is sufTicicnl that it is paid out of his total income. 

Taxation is sometimes repicsented as*^‘a gonilinvest¬ 
ment, and one that returns^ interest to the community." 
This statement cannot be accepted 'iiinply as a general 
76 
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truth;•it requires careful interpretation, otherwise it 
might constitute ^ dangerous encouragement to extra¬ 
vagance, and lead to a ruinous degree of taxation. The 
conditinii of Kgypt under Ismail I’asha, and that of 
Orual llptiiin in the early part of the ninrU-enth centurj’. 
notwilhslunding the couuieracting infliienres of the 
new industrial ih'velopmtt, alTord startling evidence 
oi tlie disastrous efT(‘C(s Df cxce'.sive tax.ition.i All 
taxes are dedurtioiis from flic spending power of 
individuali, and therefore from their demand for 
proiliirts of industr)'; they thus diniinisl. voluntary 
conMimption and j>rodurtion. Since taxation docs 
not create wealtli hut only diverts it into the hands 
of g(*vpmmcnt, it cannot be justified exeept by its 
expediency, arvl it is only a good invcstni<‘nt when 
its i>bji.‘cts are ckarly liencRcial to tin; community, 
and when the taxes arc lais d by metht.ds which arc 
just and economic, Hurdi-nsoine and unjust taxation 
reduces the protluctivc capacity of a nation, and can 
only tend to its exhaustir»n. A nation (J«k;s not 
become prosperous in projiortion to the amount of 
its taxation, but it i.s able to IxMr lieavy taxation 
with less suffering when it is prosperous and wealthy. 
The drain of the South Afilcan War n[jun liritisji 
finaneft is an example of this fact; and the com¬ 
parative case with which this burden has been borne 
is strong testimony to the previous prosperity of the 
country. 

It has been urged that an increase of taxation may 

^ Jevons, “Tlie Match Tax.” We may start with the concession 
that every tu is bud, but as we must have revenue, tlie i{ue!.tiofl 
really take.s the form Hhetlier one tax is b.id compared with others 
existing or grupused 
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lead to u iarffcr production of wealth by stioiulat- 
ing industry and calling forth additibnal effort; thus 
increased thrift and toil, it is argued, will create a new 
.store of wealtli which will compcn.sate the. tax-payers 
for the amount extracted by taxation. This contention 
has a very partial apjdicatiun, and, indeed, i.s .somewhat 
sophistical; it is mure prohahle that tlie tenilencj- would 
be to cru.sh cnterpii.se, to paralyse effort, anil to reduce 
consumption, Hopefulei s.s and the prospect of the 
assured enjoyment of the fruits of itidustry form a 
stronger stimulus to cfl'urt than augmented taxation, 
and it is only in so far as it extends these favourable 
conditions that taxation can be an incentive to industry. 

The leading maxim of taxation in Great Britain 
during the l,i.-t 7o years has been that “ taxers should 
be imposeti for revenue only.” Taxation, however, is 
often advocated as an instrument for other purposes, 
and especially for tlie protection and fostering of 
native industries. Here the avowed object is the im¬ 
position of duties upon imports, not for the purpose of 
realising a revenue from the admiraion of the foreign 
article.s, but with the aim of excluding them from the 
country and then-by giving a preference to home 
products, which are at some economic disadvantage 
— greater cost of production or inferior quality—in 
comparison with the foreign article. The economic 
results of this system, which is widely prevalent in 
foreign countries, are that the industries protected ly 
the tariff are maintained only by the exclusion of 
foreign competition, and the loss involved in the 
higher cost of production falls upon cbnsumers in the 
form of higher prices; there is also a corresponding 
diminution in the production of other goods, articles 
is 
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of export, which in the .iii',cnce of tariff woulil have 
bcoii proflucoil ift a means of puri linsin}; from abroad 
the gi.kjil.s excluded under th»' tariff. One trade is 
eiicunrageii *» fo'-t, at the cxianec of iillicr:i; there 
is a diversion of industry ivsnltiii'i in eronomic lo.ss. 
liie tax.itiisi takr.s ihe fiiin of tnore expensive com- 
nindilics, aiul yield, 'ilde ii./duii;,' lij the State. It 
is a Loi;ti.„lietiMii in ti-in;s to .s.iv tli.it a t.ix can be 
both pi'itedive ami revenue-field n"; in s.i far as it 
does tile one it e .Olid*-.-, the otin-r. 

This system I'f i.isation was ]n'die.dle aboli.slied 
in tii!*at It.i'.i'n .ifiei the Is-pea! ol die Oorii Ixiws 
in i:i 4 o, tlioupli it iva.i not entirely illinin.iled from 
the fiiiti.sh ,y.steiii uiUd iKdci Slt 'O.t altempts have 
recently lie, r- in.id-i to re e-.taliiiiiii protective taxation 
on varions i;ronnds, in.t, lunvever, wholly consistiail 
with one another. I'or cvniijiie, it is jiroposed (l) to* 
give a pohnnec to loloni.'d products by imposing 
heavy duties on hueigii produce, with the object of 
diverlitig our foieign ti.ade to the Colonies, and ulti¬ 
mately .securing a self .-iillieing Itritish Miiiiiirc. It is 
also propii'cd (:) to exclude fmeign pioducts by 
means of a tariff in older to encoii’ai'.e home industries. 
And, atpiin, it i.s propo-.cd ft) to place ret.diatory duties 
upon <m[iorts from other countries in order to compel' 
those nation.s to loJuce llieii tari.ffs on Hrilish goods, 
and thus inerea-t' Jiiilisli trade witli tliosc countries. 
These argimu iits may .severally appeal to different 
classes, but it is logically imixissihlc for all three 
objects to be attained by any system of tariffs, while 
it is equally cc^tiiin that the re-imposition of protective 
duties would be the cause.of great economic loss to 
Great Britain. 
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Gavemments have often attempted means of 
“Sumptuary Laws" to regulate consumption, and to 
place a check upon extravagance and luxurious ex¬ 
penditure, wliicli were thought to thrcalun the phy,sical 
stamina of tlio nation or to weaken its moral iibi%. 
Taration of liixuric"! lias also been advocated with a 
like mural aim. Tlie drink diilits receive much support 
on this ground, and many toUl abslaincrs would like 
to see these duties increased to sue li a dcjirce as entirely 
to repress the diink traffic; tlicy ,irgue that the increase 
in wealth wliicli would follow upon total abstinence, 
together with the icductum in the cost of the crime 
and pau[wrisin which are the consequences of drijk, 
would more than corajiensate for the loss of revenue at 
present obtained from the taxes upon drink. Social 
and moral purposes undoubtedly fill a large space 
among the causes of expenditure which determine 
taxation; both education and poor rates, and the outlay 
on prisons and reformatories exemplify this fact But 
the employment of ta.vatinn as a deliberate instrument 
for the rcpre.ssion of a kind of consumption liable to 
abuse would introduce a principle capable of wide 
application, and one which would clash with the 
primary and essential object of taxation; at the same 
time, in the selection of commodities for taxatibn the 
secondary purpose may well be kept in view; 
luxuries like beer and tobacco form fitter subjects for 
taxation than bread, which is a necessary of life. 

Again, socialists seek to employ taxation as an 
instrument for modifying the existing social system, 
especially with the view of securing' a more equal 
distribution of wealth, and they would impose heavy, 
duties' upon the wealthier classes so as to appropriitte 
30 
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the greater part of their wealth. The economic effect 
of taxation* would be, however, to destroy the 
incentives to industiy and saving, and the growth of 
capital would suffc-r. The advocates of such measures 
fo(^ that wealth is coiislantly being consumed and 
re-created, and that to impair the motives for its 
reproduction must check production and entail wide¬ 
spread poverty. 

Accepting, then, the doctrine that the object of taxa¬ 
tion is revenue only, we require some principles which 
should govern the method or im^msition o' taxation. 
The primary principle is that of equity, or political 
justice, wiiich is embodied in Adam Smith's first rule 
that “every one sliould p.iy in proportion to his ability." 
A diHicully at once arises in the interpretation of the 
phrase “ability to pay,” or of those terms, “power,” 
“ faculty," “ equality of sacrifice," wliich have been used 
as its equivalents. When sacrifice meant military 
service or personal labour, this “equality," or contribu¬ 
tion according to ability was more nearly attainable, 
for each then gave of his time, strength, and skill 
Military conscription in modem times makes a some¬ 
what ^ilar demand—each citizen soldier gives service; 
but, apart from economic objections to conscrip; 
tion, all Slate demands cannot be met 1^ military 
service; the needs of modern civilisation require' 
revenue. The difficulty of imposing equal sacrifice 
is increased* under the very complex organisation of 
' ntodeni industrial and commercial communities, since 
values and charges must be expressed in a common 
standard; “ abilify to pay ’ has therefore to be translated 
}nto terms of money, and taxation must be devised so 
to fall on individuals according to their peqiihiary 
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capicity. As will be seen later, equity, or social justice, 
can only be approximately secured, and it can. be 
attained most nearly by a composite system of taxa¬ 
tion which touches various interests directly in¬ 
directly. 

The explanation of modem systems of taxation 
must take aceuunt of thoir historic evolution; many 
parts of the liritish system can only be understood 
when tiiey ate seen to be the mtxlcm equivalents of 
earlier modes of taxation, which have been transformed 
by the altered conditions. At the same time, under the 
influence of guiding principles, new forms of taxation 
have taken a place as factors in an aggregate which 
on the whole approximates fairly to a realisation of 
the maxim of political justice. The lecognition that 
modem taxation is the outcome of a gradual evolution, 
and that the existing systems in diflercnt countries 
are survivals of much older systems, modifled by new 
circumstances, by economic knowledge, and by political 
ideas, serves to explain the diversity of systems in those 
countries. 

The nature of the taxation adopted by a country 
affects it both economically and socially; and con¬ 
versely the prevailing conditions and ideas—economic, 
social, and political—must largely determine the forms 
of taxation which a country will adopt 

NoU .—A iicavy tliilv unposed on spirits for revenue in i^qQi 
reduced consumption and yield; it was then defended on the 
grounds that it tended to promote temperance. 

From Taxation funds were provided to And wmk<fbr die 
unemployed, llie economic effect is a diversion of capit^ froin 
prvate to public bauds; employment by thrformer is probably 
thereby reduced to enable the latter to give employment in a 
manner much less efficient The defence is in the urgency and 
necessity of the problem. A more economic lolution nay be 
found the revision oi the Poor Law. 

3 * 
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A WELL-OkOKUEO system of taxation slio.ild satis^' 
certain fundaincntal tests—the [irinciples of justice, 
productiveness, economy, and simplicity. It should 
distribute the burden fairly, each tax .should yield 
revenue without waste or needless cost, and the system 
should be .such that the contributors should know 
approximately what they are paying. Can this com¬ 
prehensive aim be better attained by a single tax or 
hy a multiple (composite) system, consisting of an 
aggregate of taxes P A single tax is chiefly recom¬ 
mended by its simplicity. It has been advocated in 
the form of an income-tax, and also (by those who 
have regarded land as the sole source of wealth) as 
a tax upon land. 

The'belief in the justice of a single tax upon land 
was very prevalent in France in the middle of the 
^eighteenth century. The Physiocrats, the economists 
of' the day, thought they harl discovered in the ituplt 
method of taxation which had its warrant in 
-Mtmd economic principles. They assumed that agri- 
.ealtnte In all dbes yielded a tut produit or surplus, 
did not accrue in any other form of industry, 
•’'A*, a ooipUaty of their doctrine they held that all 
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taxation should fall upon the rent of land. They did 
not ^ceive that a latge part of a^ticultural produce 
barely repays the cost of its production, and that the 
land from which it is obtained consequently yields 
no rent. Agricultural rent could not in modem con¬ 
ditions realise sullicieut to be made the sole basis of 
taxation, and it could in no sense satisfy the canon of 
equity. Kcoaomic analysis has shown that rent is 
an element which arises in both profits ^||||kBges. 
Further, very large income.s are dcrived’’mm8de^ 
times from comiucrce and manufactures, which*^ 
single tax on land would leave free, while the res^ 
of agricultural hand in many instajices represents little 
beyond the intuiest on capital expended in rendering 
it productive and accessible. Rent, as explained by 
more recent investigation, is rot the unique or simple 
agricultural phenomenon that tlic I’hy.siocrats imagined. 
The single tax upon land, as advocated by Henry 
George and otliers, is not really a revenue ^stent 
conforming to canons of taxation, but a scheme for 
land nationalisation through the appropriation of rents; 
it is therefore more properly discussed elsewhere in 
that connection. 

Neither could the income-tax form a practical baslq 
for raising sevenue by a "single tax.” It would be found 
impossible to reduce the idea to a working scheme; ^ 
poorer cla.sses would not be able to meet the demandf 
of such a direct tax at all, and to others the payihefli: 
of the whole of their taxation in the form of a sit^ 
direct tax would be most difficult, perhaps even 
possible, while the attempt would lead* to great Ulin^ 
anee, evasion, and probably resistance; the i ' 
riofiidty of a single tax' on income* U veiy ^ f 
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a re«niy. Agtln, a single income-tax, If It coold-be 
adopted, would Uhve no elasticity, and could not, like 
a group of taxes, be readily adapted to a change of, 
eircomstances; the tax would also by its very nature 
obnoxious from its obtrusiveness, and no gradua¬ 
tion or manipulation could render it equitable. In a 
complex and highly organised society, incomes ate 
derived from many and various sources, and it is only 
by means of a composite .system of taxation that 
different classes and various means of ability to pay 
can be reached, or that any approximatioi, to equity 
can be secured. 

Equally unscientific and uneconomic is the maxim 
of Arthur Voung, advanced in opposition to the mfil 
UHtqut, that "a good system of taxation is one that 
bears lightly on an infinite number of points, heavily 
' on none;” There is a suggestion of a species of dissi- ' 
pation of the tax or of uncortsciousness of its burden 
in this theory which gives it acceptance; it is. however, 
Riy fallacious. Such a system must impose a variety 
of duties upon income, expenditure, property, means 
of communication and transfer, in fact, no kind of 
ecqnomic operation would be free; the result would. 

' te .an elaborate and intricate system which would 
<|>lacie bumerous impediments on production and trader ] 
■ piad cau.se waste, uncertainty, and great inequality^ ' 
;ne elaborate scheme of taxation in Great Britan 
-^1^ prevailed from the beginning of the French war.' 

l;.’''Jetipu,“FnncipIesafEconainict.° If we have twy/nv Sxm . 
jAair pressure is sure to be uncertain and irregular. If we have a ^ 
.•'|Mt number of ^all hues, the interference with freedom, tbo ' 
^etihpltaitf of iegislation and the cost of coUection become great 
^ftyhfsired with the revenue raised.' Ihe desideiatnm is a limited ’ 
g|||ityr,o(,t|ata, each of which will return a good round fpih. 

U 
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until nearly the middle of the nineteenth centuiy, 
illustrates the effects of presrure at many pojnta 
The burden oppressed all classes, and especially the 
poorest consumers. A lar)^ part of the taxation was 
unproductive, while it was di.saslrous in its effects 
on production, and ruinous in its exactions from every 
necessary of life. 

Sir Geori'e Comcwall Lewis formulated the maxim 
that “the aim of finaiTce is to raise the largest sum 
of money with the least trouble.” This m.axim enforces 
the two c.-irriina! points in tax.ation — [)roductivencss 
and ccon;imy—but fails to supply the means for their 
application to piuctice. If the “trouble” relates only 
to the government, it may work out unjustly to the 
tax-payer; if it be considered with reference to the 
tax-payer. Its economic effects upon the n.ation may be 
unsatisfactory. Guirlance is required as to the method 
by which it shall be carried out. The maxim is too 
abstract, and not much more exact than the definition 
of the French Mini.ster Colbert that “the art of taxation 
is the art of plucking the goo.se so as to get the largest 
po.ssible amount of feathers with the least possible 
squealing.” 

The terms direct and indirect applied to taxes have 
reference to their ultimate incidence or burden, r 
' Dirut taxation implies that a tax is not shifted or 
transferred, but is levied at once upon the individual 
who is intended to beiir the burden; the income-tax. 
affords the most obvious illustration of direct taxatioa 
The death duties, the land-tax, and licences for carriages, 
dogs, guns, and servants are other citampies. Direct 
taxation is advocated as bringing effectively before the 
payers the burdensome character of taxation, thereby. 
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helping them to understand their interest as citizens 
in the economic •conduct of the State, lint there are 
practical difficulties in the application of a system 
comooseil gf direct tu.\'o.s only; also the advantage of 
making the payer painfully aware ol his burden is 
disputed by *ho hold that on the contrary it is 
desirable to make taxafior. i;. little obvious as possible 
m order to avoid rh: loiiteut, re.-.is( nice, and evasion. 

Inthrcd hues .ire duties on goods, oi taxes on .services 
and actions, which aie sliifled or ptissed on to others. 
Thus dutii ■ on imported or home-made . immodities 
ultimately iniiease the tost of these articles to the 
consumers Indirect taxes have the advantage of being 
less obtrusive, they are .somewhat obscured in the 
mode of cti!'' ctlon, and so evoke less opjmsition than 
direct taxes; they are also paid in small amounts, and 
arc therefore less onerous. Indirect taxation can also' 
be arranged to touch all classes by a judicious selection 
of commodities; further, the scheme, while avoiding 
prime necessaries, can be framed so as to impose 
duties upon popular luxuries; such taxes become in 
a certain sense optional, .since any one may refrain from 
consuming a taxed luxury. The taxes on comforts 
and luxuries have also much ela.sticity, that is, they 
increaJe with general consumption in times of pros[jerity; ' 
also a slight modification in tlic rate can be made to 
meet an emergency when adrlitional revenue is required. 
Any change in taxation produces some economic dis¬ 
location, but small alterations in the duties on spirits, 
beer, tea or tobacco, are more tolerable than new 
duties. 

Various objections are r^sed against indirect taxa¬ 
tion ! (l) that it is not an easy matter for the govern- 
17 ta 
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mcnt to impose a new tax since the anticipated 
dislocation of trade always raises a ‘p™tcst; (2) that 
tile collection of taxes on ronimcnlities la mure 
expensive and rlillliult th.in dirrct taxation; (3)^tlut 
it may inflirl an incuiivi riiente upon trade if the l.ix 
is levied duriii.! any sUji- of the pruduiti in, while it 
also increase.^ the cost to the coiisiinier, since a tax 
paid in advance absorbs capital on which interest will 
be required. Mill mites as further drawbacks to in¬ 
direct taxation, that the neces.sity for adtancin^' lar^e 
sums as taxes tend- to rc-lrict the business to large 
capital.s and thus favours iiKiiiopoly; and that it 
checks improvements in iiictl'iiil if the ta.x is levied 
on a process or at some particulai stage in the manu¬ 
facture, since this mode of determiniu". the amount of 
duty requires production to be conducted 011 a uniform 
system. Thc-e objection.s can lie met in some degree 
(l) by restricting indirect taxation to a limited number 
of articles; {:) by meeting the varying demands for 
taxation by slight modifications of existing taxes, 
rather than by the imposition of new taxes; (3) by 
placing the duty only upon the finished article. Thus 
the beer duty now replaces the older tax on malti 
and the system of bonding brings the payment of 
the tax as near as pos.sibie to the time of consuiliption, 
dnd prevents the necessity for advancing much capita] 
in payment of taxes on imported articles. 

One of the greatest defects of indirect taxes is the 
difficulty of tradng their full incidence; there are 
unexpected effects, and interests are touched adversely 
which were not contemplated, while subsidiary in¬ 
dustries sometimes suffer, an unintentional injustice. 
This \>bJection applies both h> new taxqs and to 
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any ponsidcraljlc rmxlffications of old taxes. E^’cry , 
nciy tax creates a disturbance, price and demand 
are afTccted; but after a miflicient period of time 
has elapsed, trade and indiuti,v adjust themselves 
to unav(»idablc cunditiun.s, the Uix h'so.s .snn'C uf its 
burdcnsumciieNS, .iifd piKo^” .ind demand .ue accomino- 
dated to the new cir. must ■ u't.'s. Thus tin: c<»ntitnwnce 
of an f»ld-estab]isl)'*d tax which has obvit-U'^ defet may 
be a less evil than tiu: iiniMsrtion of a new lax which 
would disturb cxisiin;; i Uuons, even lln>ii«h the 
propf)Scd <a\ may confuiu m<in- closely icj economic 
theory'; heii'e the m.-i'Jm that “an old lax ts no 
lax,” or that “an old tax is b^-ttcr than a new one." 

T'j cveu’ tax-system ohjcetu.ni can be i.iised; the 
problem is to find the hn-u objectionable and most 
C'lTcctive .system. A well-balance '1 system, combining 
direct and ind'n'Cl taxation, comi‘s nearest to realising 
this end,and equity ts mi»rc attainable by this means; all 
classc.s may thus l)c ninfJe to contribme in the manner 
most cohvciiieitt to them, and to do so more nearly in 
proportion to their ability; the pressure of taxation is 
distributed more evenly while it inllicts the minimum 
of disturbance on industry. 

There is a growing tendency to regard the income- 
tax as tlie chief instrument fur securing elasticity in 
the British sysicm, :.in(c an additional f»cuny on the 
income-tax is so easily imfioscd, and will yield about 
;^2,5oo,ooo. But if it be a.‘»suinod that elusiicity in 
taxation is to be obtained by one 1 ix only, that lax 
should have a wide incidence, and sin mid, moreover, 
not be unduy burdcnsr»me In normal circumstances. 
At one time the income tax was rci^rded as mainly 
a war-tax; it is now, however, relied ut>un *a5 an 
' ,w 
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integral and very productive element of ordinary 
revenue; but it falls only upon a' section of .the 
community, and it is therefore not erjuitable that it 
should stanil at a hi:;h i.ite in ordinary itimes,,and 
also be treated as a financial r(:.i'rvc in time of waf. 

It is import.int in any system of fm.ance that taxation 
should fall as nearly as possiLJe niion iiiionie only, and 
that eapit.al, which is a source of fntiio wcaltli, should 
not be discouraged in its gn.vith by nxation. It is a 
principle univcrs,dly accejited by ecoiiomisls that taxa¬ 
tion should giro the niinimuni (.f niliiferencc with 
industry, cnteipri.se, and production. Tne Death dutiiss 
are a direct and graduated tax upon c,ipit.d; llieir 
character and iiiciik'iiee are exc.:|itioual. Duties on 
Land Values, impose i in fpity, aie .i iliroct t,tx upon a 
special class of cajiital. As yet, tl'cy liavc imivcd 
cxjiensive m collection and unpioiluctivi in yield. 
Taxation of articles ol isiii.suiiiption a)ipcars to be a 
taxation of expenditure rallicr tluan income. This is so 
in the first place; since, however, norm,al expenditure is 
the disbursement of normal income, the taxes come out 
of annuli income, except in those cases of e.\lravag>ance 
whece expenditure encroaches upon capital. Taxation 
on consumption is rc,illy a metliod of taxing some 
incomes or portions of income which it is undesirable 
of inconvenient to tax directly. Indirect taxation is 
only one way of getting at “ability to pay” out of 
income. 

Taxes have been classified on various principles; 
one natural arritugeincnt is upon wealth at its 
acquisition, wealth in possession, and wealth at con¬ 
sumption—t.c,, ufxjn incoine, capital, and use. This 
methotl, of grouping taxes is useful in tracing the 
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economic efiects of ta.xntion upon production, dis¬ 
tribution, and cdhsuniption respectively; it does not, 
however, constitute a scientific cIa.s.4ification; indeed, 
any,exhaustive utlcnipt at a cl issific.-itiun of taxes 
ntust yield a cress-dlvsioii, since tl'i. protilem of 
taxation is a roiu|ilex one, and involves many con¬ 
siderations. The piinciple justice has to be “.atisfied, 
the practical enil of revenue must lie attained, .ind the 
cciinonn'e elTcits upon pr.sluctihii and distribution must 
always lie kept in view. No scheme ol taxation can 
offer a loyieal clas.sifir;Uioii or sccinc ahsohi.e .scientific 
precision in the aj'plicalion of these .sevoral [irinciples. 

Taxation is a practical problem, and nut an enquiry 
into an ideally best sy.'-lr-in. .^s has been shown, every 
e.xistin,; sysiciu of l.i.vatirjn is an liistoric [ninvlli; it is 
relative to the conilitions ul its cvolutiiiii, the circum¬ 
stances of the cuuntiv, its physical le.sourccs and 
environment, the stape of inili -irial development, the 
character of the pcopic, anil tlieir history and form of 
government. 'I'hus a system suited to one country 
m.ay be quite inajiplicable to the circumstances of 
another; modific.itions cannot be determined purely 
by the dictates of abstract theory; what is economically 
and politically expedient must he considered, and the 
bisturf and sentiments of the peojile arc factors in 
the dechsion. 'llris does not mtan that principles 
difler, but that the cir, umstanecs of tlreir a[)plication 
are different. A youn;; colony with a .scatlered popu¬ 
lation may find inipotl duties the most cimvenient 
and economic mode of raising rtvenue; an income- 
tax at that early .stage of develoiimcnt would be 
difficult of assessment, and perhaps impo.ssible in 
applicatiori. As the colony develops, other igfthods 
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of iaxalion become more appropriate, and with the 
hijjher organi'.ation of the cdremunJ.y new furni? of 
wealth aii.se which pro^ide froh .sources of revenue. 

The existence of a vast variety of economic, s^ial, 
and racial uuiditions ainoii;,' the diire,<.-iit componunvs 
of the Ihilish Empiie oiiliiely p'ri'tiudes the po.ssi- 
bility of an imperial Zi ■liven in or eustoms-umuii. The 
.systems of t..;;.aion in the mother rountr,-, the .self- 
govemiiij roi'.iiie.s, sic., anil Crown iMloiiies, 

though hascj on thi '-.jine iiiMi].i'ii' iitai priticijilc.s, 
mu.st exhibit dineientc.s in det.ril; jnstiit, eei.ooniy, 
and convenience have to be rc-aliMil in 'liilneiit sets 
of circumstances. An incoine-t.i't and a ta;. on beet 
may satisfy the canons in Great Hrilain, wldle a duty 
on .salt may better confoitn to economic piniciples in 
the conditions of our Indian fellow-subjects. 

Adam .Smith's rla.s.sical eanon.s leave come to be 
gencr,.lly aceepl -d .is tile rccogni.sed rules foi guidance 
in taxation, 'llie)- were tlie basis of llic uroiins of 
Pitt, Peel, and Gladstone, and aie still regarded as 
olTerhig the best working prineiiilc.s for constructing 
a .sound .schenic of ta\ati>'n, whilst thev ran be 
supplemented by sundry other initior ma.vtms. These 
canon.s advance four regulative |irinciples:—equality, 
certainty, convenience, and c-cononiy. < 

• The canon of equality, which embodies the principle 
of justice, states lliat “ the subjects of ceery State ought 
to contribute towards the support of the government 
as nearly as pos-sible in proportion to their respective 
abilities, i.e., in jiroportioti to the revenue which they 
lesirectively enjoy under the protectioh of the State" 
This canon is fundamental,, and it appites to the sclieme 
of taxation as a whole; the turn “ ought ” emphasises 
4 > 
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the i(Jea of duty; the “supimrl of the government" 
in(\icates the p')tiliral<object of taxation; “protection 
of the, State" indicates the services rondeied; while 
“ability tis pay" advance the notion of ekjnitable 
shaiing of cost 

The other tine eanons ate ineidy ecoiiondc rules to 
be to I'lh tri'' ill tiiilci t-j scairc 

protlii'livily: thty have* lui’n called "adniiiii.'ttrativc 
prcccpti,” a,III ;up -iJi foilow's:* 

(tf) “Tl-e !a\ uhich each Imlividiia) is boimtl to pay 
(>ii|;ii’ in iic cerlaiii and rot atfj.lMiy. lae lime of 
{myiiHni, Llie inaninir of {)a)itinit, the quantity to 
be paid t u lit all to be d'Mi and jilain to the con- 
Iribitior, ai.il lu e\s’iy oths.i pi‘r:.t‘n.’’ 

(if) ‘‘Kvny t.i'c oi:j.;ht to lx; Itvicrl at the tune or 
in the luaimei in whi< h it h rno-st likely to be couvrnient 
for the cnnliijji’tor to pay it” 

(c) “ ICvciy tax ought to N* so ^'Mitriiid as both to 
take out and keep out uf the pockets of the people as 
little as po-.‘>iHc ov(t and alxjve what it brings into tlic 
public treasury of the Slate.” 

In Great I'litain the Ihulgct system is a guarantee of 
* certaintyl' owing to the publicity and possibility of 
discussion in the House of Commons of every dettul 
of taxation, and llic sanction wliich must be given by 
Parliament Arbitrary taxati.»n is fatal to productic'n, 
it becomes simjily ojbbery by the ginernmcnt or by its 
agents. Its cflecU were illustrutcd in the misery and 
poverty produced by the mctlmd.-} of taxation formerly 
employed in Egv*i)t Similarly tlieV(w//i', a village land- 
tax in France before the Revolution, was an arbitrary 
and variable impost on the ^losscssions of every culti¬ 
vator ; its^ extortionate and oppressive charartef was 
43 
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the. cause of great cli5tres.s; it occasioned evasion and 
misrcpresi-ntatinn, and kept the miserable peasants 
in a stale of con.stanl irritation and disaffection. 

Com'rnieiirc ronsisUs in securing th.it ptoduccr, and 
consumer are disturlicid as little as jmssible by tlie 
time and nii'tli.jd of demanding (he tax. Many ta.xes, 
now oli-olete, oHoniled atj.iin.'t Ibis canon • the m.ilt t.ix 
interfuied with tbe pr.w'i-'se'. of prodndion ; tbe bop-tax 
often eom|ii II" 1 giowii'-- to sell tlieir ctop., as .soon as 
gathered in older t'' p.iy tbe duly, tbu.s overstocking 
markets and firciii'; down piices to the advantage of 
the middlemen and th.; injury of the pi .liiccrs. 
In niorlern times bonding liouse.s se.iuc for tiaders a 
miniinnni of incotivenicnce from cu.stom.s and excise 
duties, while p.ivmcnt of t.ixes on commodities at the 
time of pnicbase is mo.st conveiiieiil for the enn- 
sumcr. .Similarly tave.s on contracts paid at tlic time 
of e.vcliaii'sj anil mi legacies at dealh salisf) the canon 
of convenience. Income-tax perhapii conform5‘’less 
than any other tax to this c.inoii, and its inconvenience 
would become a .serious objection to the tax if it 
were made universal and adopted as a substitute for 
indirect taxation. 

The canon of ccoiwiny (loints to productiveness as the 
’ fundamental fact in taxation; tlic aim is revenua, and 
in its acgui.sition llie productive jiowers of the com¬ 
munity are not to be reduced, :'.c., taxation should be 
arranged so as imt to diminish the cHicicncy of land, 
labour, or capital. Any .system that wastes the tax 
in coilettion by employing a needlessly large staff of 
ofRcials, or by causing unnecessary expenditure in 
production, loss of time or annoyance to the payers, 
that 4 * restrictive in its methods, or that leads 
A4 
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to smvggling and evasion, oflcnds against economy, 
Generally speaking, indirect taxes ore less economic 
in Adam Smith’s sense than direct taxes. Protective 
tax^ whic|) direct labour and capital into less pro- 
dictive channels, and raise only a small ri venue on 
the iraporterl articles in proi»rtion to their cost to 
the community, infringe ibis canon; their yield is 
small while their cost is relatively great, and the loss 
they occasion in other directions is considerable. 

The farming of taxes on enmmodities, a system once 
common in Kurope, and still existent in I’crsia .and 
some other b-ackw.ird conntri, a, is not [iroductivc to 
the State, since the taxes yield mucii lass revenue 
than the amounts exacted by the rapacious inter¬ 
mediaries. This method lielongs to an early stage 
of development. To the tax-payers the taxes are 
uncertain and often extortionate, they are also often 
collected without regar,! to convenience; the system 
impedes progress and checks enterprise by its economic 
defects, and thus causes additional loss to the payer. 

The Gnkllf, a tax levied upon salt in Prance for 
some three hundred years before the Revolution, is an 
example of a tax whicti olTcnded all the canons of 
taxation. Salt was a government monopoly maintained 
for revenue; all classes were required to purchase a 
minimum amount per hcail, while the State price was 
arbitrary and variable, and the tax was often farmed 
out hy comp.anics whicli made a profit by the sale; 
smuggling was common, and numbers were unproduc- 
lively Engaged in the illicit trade, while many revenue 
officers were wa'htefully employed in its rcpre.s5ion; on 
every ground the tax was uneconomic and mischievous.' 

. canons of Adam Smith lay down the first eondt- 

' . f Aa fftdv 3 nty on Bolt m [tnsland in iSsS, 1705 s krpnru M Itoiw of 
.fj|e9UaMS ibowibal wit flutiei in hnnl timn r«dueed tbe iwtiuruJ fub luiipty, 
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lions for securing a productive, just, and efficient system 
of taxation; an unjust system must Le uneconomii: in 
the long-run since it discourages industry anr^ thrift, 
which are the smircus of all wealth and therefore 
determine the possibilities of fixation; while arbitrary, 
uncertain, inciuivenicnt, and wasteful methods must 
also ultimately diminish the effr; tive yield of taxation. 

It is in strict conformity with the principle of 
justice that reprcsenlatien and taxation should accom¬ 
pany one another as correlative rights and duties. 
The payment of taxes should entitle the tax-payer to 
a voice in the imposition of taxation, and conversely 
the right to determine expenditure entails a corres¬ 
ponding duly of contributing to the revenue in 
proportion to abilitj’. There has always been a 
tendency for the classes in power to place the chief 
burden of ta.xation upon othi.-rs, and tliis inclination 
is not less evident now that the centre of political 
gravity has boon transferred to the masses; it is 
exhibited in the tendency to increase direct taxation 
from which the majority are free, and to reduce 
indirect taxation which touches the multitude mote.* 


The Chancellor of the Kxchujucr, Sii M. E. Hiclc5-Beach,m his 
Financial .Statement In the House el Commons, resSarindi 
".The fact is that the ditect tax papers have home the bulk of 
onr new burdens. This has been the continuous diieetion of our 
Bnancial policy for fifty years. In iS.;i. the yeai befote bir Robert 
Feel imposed the Income-tax, I find that of every £i that wu 
. raised hy taiatian 14s. 7jd. was paid by the consnming classes, 
and 5s. 4id. was paid by the propertied classes; but now tif every 
£i raised by taxation its. 5d ii paid by the •consuming daasea, 
and 93. yd. by tbe propertied classea. 
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tion paid 73 per cent direct 17 pet cent* 
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Advn Smith’s canon of equity has given rise to much 
controversy. H<? interprets ability to pay in terms of 
income It is pointed out lliat this is an objective 
standard, yielding a materia], tangible thing, a tax, 
bet that the fundamental idea in ability is “sacrifice,*' 
which is rejilly a subjective state, a j)S}\}ii(al condition, 
incapable of raeasujcniiMl by any tonini‘)n external 
standard. Yet .since taxation is the matter at issue, 
sacrifice must!« trans'atrd terms of inonc)’-taxes. 
Mill th(»ii.;bt that Hit canon of ju^lue would Ik* satisfied 
if taxation iirposcd “an cqu.ility of inconvenience,” and 
“left the pa)’er.s of Um » niiatively in the same position 
as it found lli<’in.” Atlcn.pts to realise this doctrine of 
equality of sanifice have led In variou.s qualifications and 
topropo.sib for fieeiivr necc->sarics, leaving a minimum 
income unUxed, and for graduating taxes so as to place 
the heaviei buidcn upon the richer classes. These 
measures ail piesent great practical difficulties, and come 
Into conflict with the piinciple of productiveness; in fact, 
the means for mca.suTing “equalities of inconvenience" 

“ Id 1&61, uut of £64,000,000 indiiect pmd 62 per cefit direct 
38 ]jer cent.® 

** In 1891, out of £83,200^000 indirect paid 56 per cent direa 
44 per cent.® 

^In 1^5, out of £92,482,000 indirect paid 52 per cent direct 
48 per cent® 

*Tbere has been a gnidual transfer of burden from the indirect 
to Ae direct tax-payer. The result is that, whereas in 1841 £t, ya. 
''3)d. per bead of the population was produced by indirect taxation 
• and los. id. by diicct taxation, now £1, 4b. 9d. comes firm 
.indirect ^taxation, and £1, 2s. 6d. from Arect taxation.” 

' 1b considering tffis statement, it must be reraembered that the 
‘ |SB0t fiscal reforms of Peel and Gladstone, by whidr the principle 
' ...i^^ttatiDn for revenue ooljr* waststabiisbe^ took place bf[t«eai 
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accurately are not to be found, and only a very rough 
approximation can be made. ' ' 

Professor F.dgeworth’s phrase'' minimum of disutility" 
has the advanl.agc ovui "i rjuality of inconvenience "(that 
it appeals to the only pt.ictical test of value in tEe 
price that one will paj for ilit; use of an article or for 
a .service; hut there is still this (liiriculty, that while the 
final utility of an article to an inilividiud is <lelermined 
by himself in the price lie is willing to give, in the rase 
of taxes imposed by authority the final utility (or 
disutility) has to be determined by an external power, 
the government. 

The interpretation of ability as “ faculty ” seems to get 
rid of the subjective attitude; the prohlcin becomes an 
estimate of capacity for taxation, of which the criterion 
is held to be income. This view, at all events, excludes 
the exemption of privileged classes, such as obtained at 
one peri(jd, especi.'Jly in France before the Revolution; 
but equality is still dilTiciiIt of attainment, fur incomes 
are nut independent of circumstances; all must pay, 
but in what degree? 

That taxation must not diminish the productive 
powers of society is a rule as fundamental as that of 
equity, but productiveness would suffer if income, 
whether from land, labour, or capital, be taken'%s the 
sole criterion of capacity. 

Money-income, without any other consideration, can¬ 
not form a just measure of “ ability to [lay." Inequalities 
in the conditions which affect capacity to pay taxes are 
innumerable among persons with the same money- 
income. Beiitham, Mill, and Ricardo argued on this 
account that a minimum or subsistence income shouid 
be exempt, as a man must live before be can pay... 
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taxes; _ they llierefi ire held that net, and not gims, 
incujnc should bt^thc m. asiire of iiower to pay taxes, 
for it is nut cronoinie that taxation should encroach 
upoi^ phsliiftive [lower. I'ut .such a I'dniMiuni to be 
jiKl woiilii need to he a tari.ible i[u,aiitit) in order to 
meet diiTeient i lo iinr.l, ivi i, foi the definition of 
nt'K iiarii'. no ,I !», lelali • to |. i-ition and dntic.s in 
life; theu'oic no fi\ i! or ur'i -in, limit of c.vt-inption 
can be ot'ier t'an ..ihilMa., lint no iii'oiiie-t.ix, 
even afier t'n, fMooln'ii o| , ininii.imn. tan secure 
disliiiinlii',' [I'-fiie. A 5 ]si cent dnt[ on a net 
income of /jou is a far po .Oi r s.nTifiio lli.ni a 5 [icr 
cent, duty tin a ini inct 'i.e of ,^io.i''i. 'i’iiis difTitulty 
has .suKpesti'd a 110 i-e iiirome la.x, but any 
pradnated ".'•dt iri'ist al‘o lie arh-itrary, and .still the 
pidcticai dilficiilty remains of inki(irdiiio, equity to 
diiTeient eirriiinstanecs; fnrtlier, it h oby ded that a 
heavy tax on larpe incoiaes vrould !/■ ti fine upon the 
more thrilly and nnhi'.liions, and a tlieck njxin .saving 
and the accnmnlation of ca|iilal, and thoiefore a sure 
means of (lefeatitn; th-; tr.,l taxation by reducing 
production. The I'n[,li'h ii'coiiie t,ix lias been graduated 
with a view to ininiinising thc-ve defects by giving 
exemption to a considerable miiifniiim (;^ifio)*and also 
by adopting a sclieiiK' of abatevnents or coneessiortS 
which converts it into a degies-sive tax; its bc-t deftmec 
is, however, that it is only part of a sy.stem ; it touches 
only a fraction of the community, and the majorify 
escape it altogether. The relatively greater degree of 
indirect taxation paid by those willj the Inwer incomes 
il supijosed to firoriilc compensation in the system. 

Other objections aie raised against adopting income 
as a test of ability—viz., that it takes no note qf the 
> Reducrcl to .£130 la 1918. 
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nature of the source of the income, whether from 
permanent investments or fiom teiniioraiy and uncertain 
earniii;^, out of wliich savin ;'! slionlil be made, for old 
a^c and contin|,'encica A vnry iiarlial resognitiijn of 
this cause of inequality is made by the exemption 
from income-tax of lurniiunii mi insur.ancc; but many 
other foims of saving arc c>|iiallj- wortii)’, yet the 
applicatiiiii of i:.vcm|)lioii l'. all of tlic i* .‘.C'-nis impiacti- 
cable Again, before ircoiiu t.an inc.i iite equ.dity of 
sacrifice, tliere sliould lie si iiie coiisid.'i.ilion of the 
special cii‘cunv,t,uie';s of in lividiiali,—the si/e of family 
for equ.al iiieoini'.s, and llie veie difftreiit claims upon 
individuals wliicli ati'-e fioin s/,'ial position and duties, 
also the lie.iltii and proiiablc Icngtli of forking life of 
the e.irner of the income, and o'.Iu.t riieiimstaiices which 
may render Ids income more ot Ic'.s I'reearious. From 
consideration'! of t'.icse iii.-iiia'itii s it i- ' onclusive that 
income alone, even with the cxe'nption of a iniiiimiim, 
is no rclialile ic.st of ca|),irity to pay. Mathematical 
equality is vciy far from alt.iinable, and to .secure any 
approximation to oiijective (Kpiity in a working system, 
various mixles of taxation must be combined. 

Consumptioti has been suggested as a better test of 
aliility and as the sole basis of taxation; but taxation 
'oh expenditure alone would lx; very ineiiuitable, wnd it 
is scarcely pnicticalile in a complex civilisation; the 
machinery rc<juisile fur its collection would be most 
elabor.ite and expensive, since duties would have to be 
placed upon very many kiiid.s of consumptioa It 
would be nccc.s.sary also to define consumption,'and to 
determine whether wealth exjieiided ih promoting an 
industry (which is capital) should be taxed, or whether 
persoaal expenditure only should pay; the difficulty of 

so 
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discriminating in these cases would be immense. Evasion 
would be extensive wealth not utilised would escape 
taxation, consumption would be discouraged, and as a 
Dinslquencis production would diminish. Necessaries, 
as'the most piessiiig roni, of consumption, would be 
unfairly burdened, and the m.in whose entire earnings 
were expended on mere .subsistence 'vould pay on his 
whole inciiiiie. thus the burdi;n of such taxation would 
be mo.st .severe on the least able. Tlie tax system of 
Great Britain a o ntury ago was fairly representative 
of the working of this piinciplc. 

Again, it has been proposed to limit taxation to 
rmlhfj wealth. But this would in tifect impose a 
penalty on saving, and would tend to reduce capital; 
the prudent would suiTei, the wa.steful and extravagant 
would escape. Such a sy.sUm would be futile and 
sclf-dc.stnictivc, .since it would check iiruduction, and 
cut off revenue at its source; employment would be 
diminished and tlie need for taxes would increase while 
the means for obtaining thrun were being reduced, and 
other methods of raising revenue would ultimately have 
to be adapted. 

A tax is called Proportional when the rate is uniform 
on all incomes and quantities; tiie tax becomes a, 
percehtage and is proportionate to the amount taxed. 
Tbe income-tax (ignoring abatements) is a propiirtional 
tax since it exacts the same rate per £, on all incomes. 
The proportional principle is recommended by its 
simplicity and by its ea.sy application; it is objected, 
however, that it docs not yieid*equaiity, and that 
larger incomes can afford relatively greater deductions 
than the proportional methqd applies. 

Gnuiuiied Taxation has been advocated as a meant 
SI 
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for realisini’ inoic nciirly the i>riiic;iiJiO of etjuality; 
there .iru scser.il melliijcl'i of ifiiuJujtion, one or oilier 
of which has been ii'lii[ilr ; m i.ie.i'.-.i'siiieiitofiiicoine- 
tax bv tlill’eieiil I iiii.itricA > r 

In Pro_^m>hf Ti^yn’l /. o i.iadnalcil scale is atlopteH, 
the rate of Insalion wi'-ie.isi.i;' ,is (he .I'linunl assessed 
increases; the princi[)lc if bet ilkislraU-d by the 
Instate duly, which is "i: lui'fil on a scale of twelve 
steps, coinini'iicioc at 1 per '.oiiL o-' .-riufj Uiid attain¬ 
ing a niaviiijuin of 8 per cent, on £\}X>.\yO(X The 
Inhabited Iloiisi duly is .another example of moilerate 
gra'lualiiiii. Tile ai,;'inu'iit lor ;;.ailiiation is bascil on 
the theory of diniiiiisliini'- utility; it is urgeri that 
sacrifice, liae utility, liimuii'h's with eicli additional 
incroinent of wealth aflei s '’.'e p,,int li ii U'cn readied, 
and tliat, tlwrelorc. a go.C.r peruaitaije deduction 
from laige iiirom. s ■, ',11 ex s t no more s.c rilice than z 
smallfcr peointige d'.ies in llie (.nsc of small incomes. 
It is objeclid that any sysh in of gradn.alion must be 
arbitrary; that the iucrrasid rate of taxation is a form 
of approprititbm of jiniperly wliidi is adverse to thrift 
and production; and that the method is ojicn to abuse, 
and may be inphijx'd foi piirji'ises of lonfiscalion of 
_ wealth by mrixly iiirrea-.iM;', the rate in the upper 
scale. It is also maint,lined that the .system teflds to 
encourage evasion and false returns, and th.'it it may 
leail to a diminution of wialtli by checking saving, 
or by causing tlie emigi.'ilion of capital to countries 
offering greater sccuri^- for it.s enjoy inent. 

On the whole the aigumcnt fui graduation on a 
tational and moderale made .sveiiis to be valid ; it helps 
to satisfy the dciiiands of eipiilyand productiveness, if 
the principle be limited in its ajiplication to a few 
5J 
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direct fixes in a mixed system. As regards the Estate 
duly, the ability* to pay is unquestionably greater in 
the ca^ of larger legacies, and it is just that their 
contributioas to taxation, though conr.iJerable, should 
be also at a i'i';lier jate 

Once in ..i ire must lecall the fart that in Great 
Brit liu tasatioii is an agjjic ;ate, anc! iho p. aih duties 
are’ only a fraction of a sisteiri which has to be 
coiisidricd as a whole; the .;'r.arlu,oinn of this tax 
tends to nninterhrlance inequalities in other parts 
of thr sdiemr. It is eoinjiens.itory to |.ossiblt over- 
wi-i;.;lilin;4 of tlie indirect f.irtors in taxation, and 
it is an attempt by in.inipnlatiun of parts to obtain 
that lul.oice of rc|ii'iy which no human skill can wholly 
satisiy, but which ihe problem of taxation imposes upon 
governments. 

Taxation may also he graduated on a rfgifssivf 
frinctpU, that is, the r.itr may bo graduated .so as to 
decrease a.s the assessed amount incioases; tliis form 
is, however, rare in practice, though it found illustra¬ 
tion in tlie h'rciich poll and hearth taxes in the 
fourteentli century when the pooiei clashes paid at 
the higher rates. 

From 1907 frequent changes in Drtiih Jutirs and 
mcomf-tnx' have rendered tlicse taxes difftitiilml and 

^ The inifisMle n'llmc.l the incoinei///rffir./to .^130 Incuules 
above /gxi .tiitl nnt eiLCtilim; 


,4soil |iayon,in//cii'ii.irt,.'5 on w/zrarffri/,3s. 
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mote exacting. The scale now discriminates between 
canted and unearned income.s, ue. between wages ,and 
interest on iiiveslments. 

A progressive tax cannot be easily applied to oam* 
modities; the attempt would be costly, unsatisfactory, 
and unproductive. Again, a progres.sive tax on the 
products of large industries would operate to counteract 
the law of increasing rctiuiis, and would thereby cause 
an economic loss. Ajjplied to incomes a progressive 
tax cannot secure political justice; no calculus can 
yield a scale which will measure the relative sacrifices. 
The scale could easily be arranged so as to appropriate 
a large part of income and thus level down incomes. 
Its effects would be to destroy the springs of industry 
and thrift, to cut dow n production, lead to the emigra¬ 
tion of capital, and check economic progress. The tax 
would fall heavily on the few, and would touch the 
majority only in its after-effects. Such a tax could 
not be relied upon to yield a permanent and adequate 
revenue; while infringing the canon of equity it would 
fail in the economic aim of steady productiveness, 
which is a first desideratum in a scheme of national 
taxation. Nor can it be too frequently rei)eated that 
taxation should not check productiveness by discourag¬ 
ing industry or saving; for out of the products of 
industry alone can ta.xcs be paid. 

The canons of Adam Smith may be supplemented by 
minor rules, most of which really follow as corollaries 
from the principles of equity and economy, and are 
a restatement of points which emerge from' this 
discussion. 

(l) A system of taxation should be simple, plain, 
• and intelligible to the common understand- 
‘ 54 
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ing, and the general incidence should be 
traceable with some degree of certainty. 
The primary necessaries of life should be 
'free; taxation of commodities should he 
restricted to tlrcise whiih are less essential, 
and prcferalrly to luxuries. 

Tax.ilion shiiiild interfere as little as possible 
with the poice.sses of induslry; it should fall 
on mt income, .and be such as nol to check 
the growth of caprtal or catrse it to migrate 

($) The system should provide for elmiuiiy ■. that 
Ls, anrni.il revenue should be able to be 
adjusted easily to anrrual tiernand. This is 
better .attained by modilieatiun of existing 
taxes tli.art by imposing new taxes. 

(4) A system combitiing both direct and indirect 

taxathrn is desirable, both on grounds of 
equity as a method of reaching all classes, 
and as itffording various means for easy 
modification and ready adajrtation to 
emergencies. 

(5) P'rorjiient modification of taxes on commodities 

is undesinable, .since every change creates 
dislocation; ohl taxes will have led ,to 
accommodation, netv taxes fciuih many 
interests indirectly. This has been called 
the carton of cerUrinty in the form of stability. 

Nott.—\Xi Pure Prepfietionitl Tinalim inertme alone is the 
startdard. In Qualijieti Ptoy^orttettal Taecathn rrintlifiriitions have 
to be chnsidered. such as ahalcmcnls, a bee uiituiuuni, evemption 
of savings (insurSnre), repnd for source of iitcorne (wage or 
interest), deduction for family, etc. 
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MRECl lAXATIOK—TAXES ON IKOIhKlV AND 
INCOME 

Tin revenue of the sovereign was in early times 
derived mainly fiom the land. In the Anglo-Sa.xon 
period the royal demesne was the chief source of 
revenue; while occasional taxes were leviid for 
defence, such as shI['-money, bancgeld, and hearth- 
money. Danegdd, interesting as the fij.st English 
money-tax, was a tribute raised to bii) off Danish 
invaders; later it grew into a customary levy on land, 
and was continued down to the end of the twelfth 
century. The royal demesne was much increased at 
the Norman Coni)uest, and was fiequcntly added to 
afterwards l>y forfeitures and escheats. The feudal 
.Iqrds paid military and other .service for their lands; 
these services were commuted at a later perintf into 
iiioney-payment.s. Tlie inferior ten,tiits also paid service 
to their knds for the lands they held, and this also was 
commuted itito a money-payment in cntinse of time. 
Irregular conlnbnlinns to revenue fni special purposes 
were obtained by tlic ilcniands of the,king for “aids" 
or “snpiilies” from his teiuoits and from tlie towns 
on the demesne In the fourteenth century these 
"aids” were replaced by a system of .taxes on 
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"movables" granted by Parliament These contribu- 
tioilS became established as a kind of property-tax 
under the name of “ fifteenths and tenths," representing 
an istimalAi proportion of the value of such taxable 
property; the forjner were grants iruni the counties, 
levied upfui the estim'iled value of cattle and crops; 
the latte) were grant:, fioni th' towiis, levieil upon the 
capital value of .sto'.l. in timiL and ihatt'Is. In 1334 
a special emiui)y was m.ule lie r.nliainenl for better 
determining and asses'iiig these gianis, and the system 
was revi.svd h)' fi.xi.ig upon a toi.il sum wliiL-li was 
appoitioned to the t'owns and counties, with modifica¬ 
tions this species of subsidy, levied li) assessment on 
localities, and colleckil by a kind of rale on piopoity, 
was continued until the seventienth (cntury. 

Me.mwhile another niotlc of raising revenue by 
means of a jioll-ta.x had been dcvi'.ed; this w'as a 
|)ersonal tax grjdu.itrd .'iccarding to .status, and 
supposed to be proportioiiL'd loughly to the taxable 
capacity of the contiibutors, as incaMucd by their rank 
and income. The poll-tax w.t.s. in fact, an early but 
somewhat arbitr.iiy fman of iiiiome and prciperty-tax, 
oppre.ssive in its inchlenec, and very' unpopular; its 
injustice had a part in [iieeipitaiing the Peasants’- 
Revolt of 13S1. A siinilar tax was fiiithoriscd by 
Parliament in 1435 M later, unricr tile Tudor sovereigns, 
it was replaced by “subsidies” charged on rent and 

' '^e speaker, John Bones, pmisisrJ eli.it niay be called a 
Benuiotfgraduatwl inionic-tas, aiiangcil (ji tlnee schedules. The 
miniinum taxablehncome ilerivcit fioni m.aiiu) liiuds, tenements 
rents, annuities, etc., was ,^5 a yeai, The nix was rated at 6d. in 
the £ from £5 to £100 ; Cd. in ilw;£ from 4 , 1 0010/400, and is. in 
the/abort/40CS 
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movable property, which supplemented the grants of 
“fifteenths and tenths.” These grhiits of subsidies 
for extraordinary expendilure continued until 1C63, 
when they had ceased to be a productive souri;e of 
revenue; tlic last yielded only ;f,'2S2,cxx), and hence¬ 
forth they were di.splaced by special assessments At 
intervals ll;e pull-tax or capitation grant was revived to 
meet the spei'ial cxjicnses of war ; at the Kestoration, 
and in 1006 and 1677, a ]>oll-tax was levied by assess¬ 
ment made on voluntary derlaration. and apain between 
1689 and 1G9S the increas'd revenue reciuired fur the 
war with France nais partly met by a poll-tax. Its 
special recommendation wa' that it was ea.sily assessed 
and collected, but it was often evaded, and was 
becoming so little [iioductive that after 1698 it was not 
repeated. 

Under the Commonwealth Patliamcnt raised revenue 
from both re.1l and |iersonal [iropeity by "monthly 
assessment.” I bis was a kind of subsidy, eollected 
locally for the purposes of the Civil War, and supple¬ 
mented by the old port ihities, tunn.ige, poundage, etc. 
Then, copying a pr.acticc which [iievailed in Italy and 
Holland, Parliament intiudiiced a new tax, an excise 
upon home - produced commodities — Ixor, ale, cider, 
articles of dress, etc. At first this excise wa.f very 
unpojinlar, but it was declared by J’arliament in an 
ordinance of 1049 b' he “the most equal and indifferent 
levy that could be laid on the people." 

At the liestoration in iCCo the Crown Revenue was 
fixed at ;£i,2DO,00Cb; this was raised mainly ftoih three 
sources; (i) the customs or old port' duties; (2) the 
new excise, which was taken in lieu of obsolete feudal 
duties abolished in 1645 and the old royal prerogativet 
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of punfcyance, etc., and was called the Hereditaty 
Excise; (3) a femporary excise which practically 
duplicated the Hereditary Excise. 

A Slew kind of House duty called Hearth-money was 
introduced in iCda, tli.il somewhat re.sembled an income- 
tax, being based ujion the niiiuln’i of fire-places in a 
house, which number was supfioicd to afford a fair 
index of income. The ta.x was rigorously exacted by 
the "chimney-men” who farmed it; owing to their 
inquisitorial methods it was very unpopular, and it 
was repealed by William 111 . at his accession, when 
it realhscd £2Oj.000. .\n in-truetivc indication of the 

progress in ('oinincrcc, and the growth of the Credit 
Sy.stcm in this country is .iffonled by a ta,x on bankers, 
instituted in 1O70, which yielded .^Soo.ixxi 
A new .settlement of revenue became necessary at 
the Revolution of i 088 ; practically little revenue was 
now raised from the old Crown demesne, and the new 
excise and port duties had become the cliief sources 
of revenue. 'Jhi Civil List was therefore established 
as a definite fund for the maintenance of the Royal 
Household, the expen.scs of judges, ambassadors, etc., 
and for the support of the annuitants and pensioners 
of the Crown; the amount was fixed first at £600,OOC^ 
The Civil List, so instituted, was afterwards increased 
in amount, and w.as voted henceforth to each sovereign 
on accession to the throne. Since 17S7 it has been 
charged upon the Consolidated Fund. In 1830 the 
expenses of justice, etc., were provided for separately, 
and the* Civil List has now reference* only to the main¬ 
tenance of the “ bignity and State of the Crown,” and 
amounts at the present time tq ;f47o,ooa 
In 1692 what is now known as T/u Land Tax dame 
» 
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inte exifitencc. This tax was intended as a substitute 
for the “ Monthly Assessments " commenced during the 
Civil War, and was both a property and an income 
tax; it was a sort of lineal dtsccniiant’ of Ihe' old 
“Tenths and Fifleenlhs." The tax was assessed at 
4s. in the £ on the annual value of all land and in'Uses, 
on purionally of eeeiy kind, ai the stipend' of puitlic 
officials, and on mmahlcs ,'.;cnifls and chattels). It 
was voted annually, and yirkled ,il first 
but the annual assessment was fmiid di/fieull, and the 
results proved very variable!; therefore Pailiatn-ut in 
iCgy revised the .system, .ind derided to raise a fixed 
ainount of abmit /i,5oo.(>x) by asse.sin;.; the quota 
to be raised in the v.’irioiis conntic.s and towns on 
the then valuation. This iiif ihod of asses.smc]it txicaine 
a source of preat inequ.dity of incidenru, which was 
vastly aupmi'ntcd by the snb.eiineiii f;roi. Ih of popu¬ 
lation, and ciperially after the lndnslri;d Kevolution, 
with its dcvclopmenf of new manufacturing and 
commercial districts and towns. 

At a very early perirvl in its history, the portion of 
the tax assessed on (n-rsonal property declined, and 
in course of lime fell out of li’c asse .s.MCnt; in 1S33 
it was formally repc.dtd, leaving only the tax upon 
land. The laml-tax continuer! to be voted aitnually 
hntil 1798, when Pitt, under stress of financial diificulty 
in raising funds for the war, revised the tax and con¬ 
verted it into a perpetual rent-charge or permanent 
claim of the State upon the rent of each district; the 
quota thus came m be i'lterpretcd as represdnting a 
right of the State in the land. The capital value of 
the land-tax at this revision has been estimated at 
£jo}xofxx). I’itt at the same time provided as an 
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allcriiative a power of redcmiiliou of tlic tax 'by 
of ilie capital vahie. Half a milliun was 
ri'dceiTn'il in the cour'-e of a few ycais, and during 
the Itdliiwinft conliiiy alioul half ihi- tax redeemed, 
ll*' tiitiil I'M!!'.' tier, reduced In /';S6,ooo from the 
Ian K sllh ( h.n d‘h’. 

The laml tax ai,ain eanic uiide'- ireinon in 1896. 
At thic thu" the ient-i.!i.iiy,e realhi'd less than Is. in 
the [, on tile v,'i"lu v.duatiuii, ami the iiiciilcncc was 
most ime'jinl, v.uying from a fracti'.n of a penny in 
tlif C in some po(Mih)U': [larts, to nearly 4s. in a few 
rural di' IricI'.. The ilnr;;e ,\i'ent;ed ud. for Ixinea.shirc, 
3 . 1 d. foi Durham, 3s. id, for Hedfiidshirc, and 4s, for 
some p.iit' ..f K.ssfx. Viewed a.s j tax. the icnt-chargc 
[uc entei! in l.tr/) many inei]iiah'ios; much land was 
wholly cxemjjl, the t.ax haiang been ri-dcemcd; a 
large pr.'iinrtr'n of the land .subject to the tax had 
changed ow,ierslii[); and, as in each c,a.sc it had been 
purdi.isi'd at the reduced capital value which the 
charge produred, the tax imposed no buidcn upon 
existing owiK'rs. liy no mclhnd could the charges 
be equalised, nor could they be said to constitute a 
true tax upon land. The prinriplc was adopted that 
the rent-charge represented ancient n.ational rights 
of property in the land, and that in fact such land 
was a matter of joint-owneiship, as in the analogous 
case of land subject to tithes. ]ly tlic hinance Act 
of 1896 it was enacted that the charge should in no 
case exceed is. in the f, on the valuation, and that 
any sum in excqfs should be remitfcd, thereby making 
in effect a free gift from the community to the land- 
owners of the capital values of that portion of the 
rent-charge It was also enacted that in cases where 
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the tax realised less than id. in the £ on the 
valuation, it should be paid at the rate of id., and 
the excess should be applied to the redemption of 
that quota. Other excmiitions iveru made in'iSijS in 
favour of owiiits whu.'.e iiicoiius were less than £\Qq 
and £^ 00 . These exemptions raluced the yield by 
about £200,000, and left the avciaje rate over the 
whole country at 4d. in the £, 

As a source of revenue the so-called land tax has 
now little importance ; it.s intcre.st re.sides in its history, 
and the principles which it illustmtes. Its pre.sent 
yield, only jC7on,ooo, is insignificant for a tax raised 
from the .soil; the administration is relatively costly, 
and its extinction wouhl seem desirable. Various plans 
have been suggested for hastening the process; one 
of tlie most fe.isible is that a triple assessment should 
be made annually, and that two-thirds of the amount 
collected .should be aiijilicd as a sinking fund for the 
redcm]itioii of the tax in ten years. This would give 
twenty years' purchase for a kind of forced redemption 
spread over ten years; the cajiital would be applied to 
the reduction of the National PebL* This proposal 
seems to conflict with no economic principle, and is 
consistent with the past history of the I.aind Tax. 
The extinction of the tax would remove a''cause 
bf much misconception on the part of those who, 
unacquainted willi its history, advocate its increase 
for the purpose of appropriating “the imcanied incre¬ 
ment.”’ As the iiruiioscr of this sdieine remarks, 

^ EcouvnU Journal^ .'>cpteiiiber 1905.— A. Hook, m *'lhe 
Present J'ositjon of llic Land 1u\." 

■ See chapter on “Local Taxation" /or a statenjent of tfui 
problei^ 
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had Pitt instituted a rate instead of a fixed charge, 
witli, the cnomioilh_ increase in the value of property 
during the past centur}’, it might have become the 
source df a •con^iderahlc national revenue, and would 
haVe accomplishitl the solmiun of that recurrent and 
diflicult qiK-tion of the “unearned iiicxenient.’' Such 
a tax would l:.nc had other ,ind im]H)ilant effects 
upon lanilownciship and the development of agri¬ 
culture and iudustr)', upon the investment of capital 
in laud, and upon tlie “income .md proixxrty" tax in 
its reliitioo to land. 

lietd of l.tiid, like oilier sources of income, pays 
incomc-ta.\. J'Nl.dc duties (l.iiiil.s, lenciututs, etc.) 
yielded, accordino to the Kiiiamc Accounts fur 1914 
propel ly -1.IX on lands and liou.ses, of 
which alxiiit o,„ liiiitih was conlrihiitcd by the tax 
on rent of land Lands and buildings also form the 
basis of assessment for local rates; these amount to 
over 1^50,ax),000, and of this sum land contributes 
more than one fiflh. 

The modern [momi'-tax, as we have seen, has been 
evolved from the earlier [loll-tax. It is a direct tax 
based on the total income of tlic payei from ail 
sources, and is graduated on a special sy.stcm of 
exemptions and aliatcinciiLs; a.s now levied, it was 
first imposed by Pitt in 1799 for purposes of war, mid' 
it then yielded £C),okiixo. In 1801, after the Peace 
of Amiens, the tax was sii.spendcd, but it was rcira- 
posed in 1803 as a projicrty and income tax under 
five classes or schedules. Incomes* under £(a were 
exempt, and there was an abatement on incomes 
between £(o and £150; thc^ rale also varied from 
3d. to lid. on incomes under 1^150; above that Aim 



TAXES ON PROPERTY AND INCOME [cHtf. 

the rate was is. in the £\ the rate was afterwards 
increased, until in 1807 it reached*^ 2s. in the or 
10 per cent When the tax wa.s repealed in ,l8l6, at 
the close of the wvr, it realised /l5,S00,opa > 

In i 8;2 Sir Unbert IVfl reiiitrodiieed the income- 
tax as a pence t 'X in ordei In meet aiiticipaled losses 
of remuie from Uii.jioiair leductioiis in import duties 
arisiiip; out of hi.s iclorms. Tlic t.'s «.ns Icricd on 
incomes abo\e ;fi50 at pd. in tin- {,, ami was imposed 
for tlircc years; it nas then rerii-w''d ,ind from 1846 
became a le. "j.iiiscd p,iit r,f tin- lax sy.stcm, displacing 
import dulic.s of a parlially protedio cliaiaeter. The 
minimum of eoei.iplion has heiM t.iriid several times; 
from iSf.t to iS;; it was /)oo; in 1014 it stood 
at 'lire principle of ip.idiMtiou is ajiplied in 

various ways; for iln l.itest inodiiic.ition, adopted 
durino War, ;.oe .\l m .s nx. 

Allhjn;,:h the niouern incoine-tax (om'i'enced as a 
war-tax, it li.is now become an nsl.ililislied element 
in the lintisli tax sjstcm, and deinoii.ilic tcnilcnrics 
strengthen its position. It is relied upon to yield 
a considerahle contribution to revenue. Only once 
since 1843 lias it been piopnscd tr^ abolish the tax; 
this was by Mr Gladstone in 1S74 It is regarded 
as a natiuiial rc'crvc, and is (.'/r.s.ow in.rtiised te-meet 
•special •war expeuditurc. The r.ile has varied from 
5 d. in 1R53 to IS. 4d. during the Crimean War in 
1856, and fiom 2d in 1874 to is. 3d. in 1902 during 
the South Afiiean War. In ifjos it stood at is. in 
the £, or 5 per cent, on fully assc.ssed‘incomes 
in a time of peace. In 1843 eacVi penny yielded 
1^500, OCX); for the yc.ir 1904-5 the yield iier penny 
’ wa# ^2,604,000. The total revenue from income-tax 
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for tlie,year 151^ was ^43,;29,ooo, plus a super ita 
of jd. to Is. 4(1. on incomes above jCsooo, which yielded 
;^3,330,M0. 

Inloihi'-t.\ payers are classed under five heads or 
sclicdules, as (ri) ovvnci.s of property, land, and houses, 
{/i) fai'iners and occupier.s of land, (r) fund-holders, 
((f) receivers of inteiest, prifits, and earnings from 
business or imestnients, (e) recipients of salaries from 
public soinas. 

The metho'l of collectlnn is simple and economic, 
■and dividends on iinestinenls pay in hulk at the 
source; the tax is highly jiroductive, and it can be 
easily modified to give elasticity of revenue. The tax 
sati.sfics fairly tlie canons of Adam Smith; it is con- 
.sidcred eipiitable as forming only pait of a system; 
further, it grants immunity to small incomes, and is 
graduated so as to ease the pressure on limited 
incomes. There is no doubt, however, that it presses 
with greatest severity on the lower grades of pro¬ 
fessional earnings and salaries: it has been decided 
(1914) that the limit of exemption should be fixed 
at a lower sum, .so as to include all regular incomes 
not less than £160. There arc great practical diffi¬ 
culties, however, in the administration of an income-' 
tax on a very coinjrlex scale, and others would 
arise in devising machinery to secure economic 
collection and certainty of payment from the weekly- 
wage classes. 

■ Regarded singly, the income-tax can never be 
wholly cquitablii, Thu ability of individuals to pay 
is modified by many circumstances — age, health, 
family, permanence or irrecariousness of income, and 
the need to make provision for the future—^1 of ' 
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which are incommensurable. The rpal test of abili^ 
to pay is capacity to spend, and of this thcte cafi be 
no adequate common measure. The incidence of the 
income-tax is upon the payer, whether his reraue 
consists of rent, profits, or wages, and it cannot l>e 
directly shifted; it diminishes the {n iwcr of the taxed 
individual to si>cnd by the amount it appropriates, 
and only in so far as it has a tendency to reduce his 
industry and earnings can it be pro|KTly said to affect 
other members of the community. A very burdensome 
rate might probabl}' produce this effect, but a small 
tax, forming only part of a system, pl.acc3 no appreci¬ 
able check on the growth of income ift'.'f country 
where the various motives to acquire wealth are so 
strong as they are in Great llritain. 

The income-tax is very easily manipulated by an 
alteration in the rate to meet exigemie.s, and its yield 
can be appro.ximately estimated. The steady increase 
in the amoimt asses.sed for income-tax affords a very 
fair test of the growth of wealth of a country, and it 
has been unifirinly advancing over many years in the 
United Kingdom, notwithstanding a large increase in 
the r.ite; this fact is illustrated in the increased yield 
■ per penny. 

Few countries have copied the British system of 
Ihcome-tax, although many have adopted some kind - 
of graduated tax on property or earnings. The United,' 
States employed the income-tax as a temporary ex,- 
pedient during the Civil War, and coiib'nued it during' 
the reduction of tho debt until 1872. An atteihpt wai 
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made If 1893 to introduce it aa a permanent federal 
tax lOf z per cent on incomes above ;(6oo a year, 
but it'Was ruled by tlie Supreme Court to be 
uncdhstitutisnal. In France variou.s attempts have 
bden made to introduce a f;encral and progressive 
income-tax, but as yet it has not been accepted. 
The French ha\e, however, sundry direct ta.xes which 
form a kind of equivalent; these are a fixed per¬ 
centage on inenmes from land, a tax (called PaUnti) 
on trades and proressions based on a general estimate 
of profits in those occu]iatiuns, a tax on buildings, 
doors, and winilows, according to size and number, 
which are regarded as a measure of taxable income, and 
a tax on personalty in the form of a 4 per cent, duty 
on incomes from securities other than State funds. 

Belgium, Russia, Portugal, and Hungary have no 
proper income-tax. The federated European states 
(Germany and Switzerland) employ indirect taxes 
(customs, etc.) for purposes of federal expenditure, but 
the various component states and cantons make use of 
taxes on income for local purposes, and in some form 
or other most of the other Continental states have 
adopted a tax on incomes as pa-ri of tlieir fiscal system. 
In every ca.se the scheme is more complicated than. 
the*Sritish, and the tax affects a much larger section 
of the population. The maximum exempted is usiaSy 
less than .^50; in Prussia, t.g., it is ^45, while all 
incomes are liable in Spain and Italy; the schemes 
are graduated by various complex methods, which pay 
regard to the source of income, citlutr by difierentiation 
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of, rates, or by employing a fixed rate together with 
supplementary taxes on various forms of capital and 
modes of industry. In some cases the graduation is 
effected by the classification of incomes in-groups, each 
group paying at a different rate; also discriminatiun 
is made between “earned" incomes (wages) and “un¬ 
earned ” incomes (profits). The scale of graduation is 
usually more extended than in ti.e British sy.stem. 
From the year lyoy the principle <j( jjraduation 
has been much extended in tlieat ISrit.dii, and has 
been applied to both income-tax and Ihiilli (estate) 
Duty by very elaborate scales (see Afl'E.Niilx). 

The Continental systems of income-tax aim at 
securing equity in the operation of the tax regiuded 
singly, by takdng into considei.ition tlie various con¬ 
ditions of its incidence; consequently their schemes 
are very elaborate, the machinery of cnlleclion is 
more costly and less eflicient than that of the British 
system, and they are relatively less productive. 

Most of the Australasian colonies liave adopted an 
income-tax, but their methods of gnadualion aie not 
uniform; tlie rates are different, and the minimum 
exempt is also variable. In all, howeser, diffcientia- 
•tion is made on several grounds, and more esiiccially 
between incomes from property and incomes from 
personal exertion. In New South Wales, where there 
is also a land-tax and a death duty, the rate of 
income-tax is unifoim at Cd. in the £, but incomes 
under £200 derived from labour are exempt 
Canada has no income-tax for State purposes.' 

Duties on Mieritauce of Property arc very ancient, 
and are most proliabJy connected with the theoiy 
that tinowned wealth and pro[)erty of intestate per^ris 
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belonged of right to the State. They existed among 
tlie Jiomans. Uddor Feudalism cii.stomary dues were 
paid on inheritance, and were graduated in degree 
according t» the value of the estate. 

'The Heath Viities were intrnduecd into Great 
Hritain with the Stamp .‘\it in ifioi.aiid were copied 
from llolh'tul. Ill tiiik they (h'V loped into a com- 
p!c.\' gioiip of tiivcs ulii.h dh| lined viitiou.s in- 
eipialitii s and irn-^iilariiie.s; tliC'C were swept away 
hy the lonanee Act i.'f 1S04, and a simpler sy.stem 
of Estate Vute was instituted. At the time of the 
passing of this Act the duties were collected under 
five distiiwt hi..ids: 

(0 I'lv'oale /br/j'.—This was fust levied in lfi94, on 
per.sniial estate onl)', .at 5s, on all piohales of £20 
and ujnvards, it w'.as afterward.s raised to los. The 
scheme was often modified, and bee.ime ultimately a 
graduated tax on all sums above /Jioo, re.aching 3 jicr 
cent, at £\oro. 

(2) l.eracf Duty, introduced by J’itt in 1796, was 
payable on legacies only, and not on realty or pro[)crty 
passing under settlement: it was graduated on the 
basis of con.sanguinity, 

( 3 ") Succession Duty was impo.scd in 1853 By 
Gladstone on both real piopert)' and .settled personalty.; 
it was calculateil on the value of the interest of the 
successor, and graduated accoiding to his relationship 
to the settlor. 

(4) Acmni l^uty was a special duty to secure 
payment on property which, by deed of gift, etc, had 
escaped the probate duty; itwas adopted in 1881 by 
Mr Gladstone. , 

a 
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(5) Estate Duty was an additional tax of I per 
cent imposed on both personalty and succession when 
the amount exceeded ;£'j 0,000; it was introduced in 
1887. 

Tills .scheme indicates the development of a tendency 
to tax arcumnlated wealth on sonic progressive 
principle. The I'iuance A<t of iHim carried this 
princii'le much further. The whole system of duties 
was revised. A sin;.dc t'shitc Puty v.es imposed 
on all propert)' wh.itevcr, whether personal or real, 
settled or not scitled; f^rariii.itiun was adopted in 
a scheme of twelve stii'cs, commeueino at i per 
cent on sums between .^,’100 and /'Six), and reaching 
8 per cent on ;^i,000,000. .Siib-criiieiit revisions have 
greatly angu'entiil the.se duties. The scale in 1914 
was from 4 jicr cent on £'5000, 5 per rent on 
£10,000, <1 p r cent, tai /'.lo.tin], on to cn per cent 
on ;ti,ooc<,oi.o. The yield in 1914 w.is ;627,3.19,000. 

T/,e Estate Duty is a.ssesscd on the aggregate e.state, 
which often consLsts of many items and varieties of 
property; thus the total value from all sources must 
be a.sccrbiincd at once in order that duty may be 
paid, but in this process many difficulties arise, and 
;nequalities are unavoidable. A portion of tlie estate 
dht)' is paid to the Local Taxation Account, and the 
gifeater part of this .sum is apportioned between the 
councils of administrative counties and county boroughs 
for purposes of Iwal expenditure.* 

Legacies and ,Successimis pay al.so a further duty, 
graduated according to relationship: children or{>arenU 

* This was originaJly 80 per rent, of half the proceeds of the 
Trobate duty in Engliuid ; now.a corresponding sum is paid out of 
the Estate duty derived from personal property. (See alao p, 165.) 
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pay I per cent.; brothers, sisters, and their descendants 
5 per cent.; otlfer relatives 5 or 6 per cent; and 
strangers in blood 10 per cent The t per cent duty 
is itbt charged \\Iicn ICsIalc duty is piud. 

'The incidence of the estate' dutj’ is upon property 
which passes .itdeatli; it is Ihetefoie a tlireet tax upon 
the recipient of tlu: pioperty, au'l cannot he transferred, 
it has. hi)«e\e‘r, icrl.iin imlh-et cficcts upon the dis- 
liihution, ant: possihly the pioeliutiun of wealth: 
firstly, by tlie ta.s.iti'in of capital it rai'.c 3 revenue 
which woiilil hse-e to be piondtd by othei means (as 
by taxes on income or comnii.iiilies) if tlie estate duty 
were aboli'-ln.d; secondly, it may tend to check industry 
and aeruinui..iion at an c-iilier stage by w'e.akening the 
in'jtive.s to effort in a very iiroiluithe class, ju.st as a 
fall in the r.ite of inpiiest is sairl tei liave a tendency 
to diminisli tlinit aial to reduce capital. Again, the 
duty which is paM out of a laigc estate at death may 
alTect the scale of the businc;-'. in wliidi it was invested by 
withdrawing capital, and tlnis it may check productioa 
The duty also falls severely U[)on the families in the 
case of small propeities at a time when their expenses 
are neces.sarily great. This is an .ugumeiit in favour of 
exempting small estates or reducing the duty on Jbp 
smaller capital sums left at death. 

The estate duty i.s, by its iialnie, an iriegiilar soffee 
of income, yet it realises a f.iirly constant amount on 
the whole, and has come to be coiniled upon with some 
assurance as a regular cuntriliutiun to the annual 
Budget. The^ tax lias gained popularity with the 
masses since it fall.s only upon the propertied classes; 
it has also the characteristics of a measure for altering 
the redistribution of wealtli by the appropriation of 
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aepumiilatcd wealth. If, however, the scale be unduly 
heavy, it may Iia'ome ati instrument of eonfisrationj and 
by introdiioin;; insecurity it may si rionsly discourafre 
accumulation, cneourn'tc ijilt-r inter and create 
evasion in v.irious ollior ways. 

As fonnin;' isirt of a comi'.i'ite s)-slem of ta.\ation, 
the death diilie.s, hke llic il'iomctax. tend towards 
the attaiiinieol of isjnnlily of snciiliic .situe they are 
direct taxes l.illing only upon classes who benefit by 
accumulated we.i’th, wliilc indiicct taxes touch wage- 
earners with sm.ill incomes more acutely. 

Professor liastahle maintains that a death duty is 
jOTcct an e.xtra income-tax cajiitaliscd in rme sum; 
he fino'f f'" this view in the growinc; practice of 

insuring ''I'.'d'ist the reduction in value which the tax 
othenvis " t® the recipient of the estate. 

•j'jjj. j^Jeath duties afloril the best e.xiiin[ilcs of pro¬ 
gressive though the system of gtaduation 

adopter-' is necc.ssarily arbitraiy; it is difficult, however, 
to an'i^'y principle of ptogression so as to secure a 
5 C,nle which shall be in all respects equitable, either as 
regards the incidence of the tax consideieil by itself in 
its effects on different cases, or as regiirds tlie relation of 
. 4 hft, tax to the whole system of taxation of which it 
forms only a p.irt The fnllnwin'r figures f 1913-14) serve 
to Illustrate the relative yield of thcdiffereiit death duties. 

1. Kst.ilc Uuty on Property . ;^ei,f)48,5g5 

2. Legacy ami .Succession Diilj'. 5,390,386 

3. Prohiite and Acconiit Duty . 37 ,J 92 

4. Temporary isstatc Duty ■ , 29 p 553 

5. Curporatiuii Duty . . , 59,094 


Total 
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Of .this sum ^3,013,323 was paid into the liocal 
Tafcataon Accounts in relief of local expenditure. 

Tkt' MMfd House Duty w an imperial tax levied 
ujidn the *occu))aiits cjf huuse-., anil icali'ies aliout 
;f2,000,000 a ycai. It is the mmlciii representative of 
the more ancient hearth .old winilow taxes, The hearth- 
tax dates back ti. femlal tiine.s, but it befaine a statutory 
tax in ifiT'iJ, when I'ar'i.inient vi.lnl it to Charles II. in 
lien of certain other ta.xes and leiula! ii[;hts. Abolished 
in 1C.S8, It ivas repl.ired in tCf/' hj a tax on windows, 
wliieli Mirviicd until 1^51 li.ilh ta.xc.s rested on an 
assumption th.it a test of ability to piy was to be found 
in the .si/,e of the house, of which the nii nber of 1,earths 
or windows formed an index. 'They wc' ^ found 
objertionahle as having a tendency to cut d, these 
utilities; they pl.iced a charge 11(100 prime n',.(;e.ssaries 
of life, light and warmth, and the liinitatii 
induced were injurious to health. 

The Inhabited I louse duty was first adopted in'' jyyg. 
it was rcpealci! in 1834, but was ag.ain reimposeJ con 
the occasion of the abolitinn of the window-tax in 1831; 
it is now exacted ujion all houses and business premises 
of a letting value of ;f 30 and upwards. A reduced 
.scale is ap|>lied to biisine.ss premises, registered lodglti^- 
houscs and farm-houses. 'The tax is gr.iduated a 
progressive scale: 



rental, | 

Alxyv* /40 1 



0 e<l»i{! 

icnltl 

rental I 

Houses, residential . 

i 34* 1 

M. 

1 

9 d, 

Public Houses Farm Houses, and 

1 



Business Premist's . * 


44. 

4 ^- 
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It liM been held by Mill and uthers tliat house-rent 
is practically a voluntary statement of income, that it 
repreiicnts a fairly uiulnnn pruporti >11 of incoihe, and 
may thus coji'.titute a f.iii lia.'.is fur ta\ali’'in, Hduse- 
rent docs puibaMy forni a ino,t a]);iuiiiri,i!i; basis for 
local tav'.ition, since tiv cs'pcnrhtnic of i.stc.s confers 
an equivalent in local si'nio’s i.hiih aic ]iroportionate 
in some decree to the cii.ii.e ht of the house, but 
honse rciit is not ne(.e'>'..i'ily a line ciitirion cither of 
income or of ability to piv n.ilinnal tiiaction. Houses 
are selectnl on other con.iih i.nioiis, null as ideas of 
health, sire of family, ill.'re lei of employment and 
in Lt C'crLiin ixj.siiRins ii. h e of a more or les. piihlic 
hefino**', sui h a.s that of a nicilical man, ilcinand a 
insuritif; jio-s-s; and of nerc'.sily a mmh l,M;;er propor- 
othenvisincoinc is cxpend„ii on rent bv the ilasscs in 
The ifciiinstancc.s than by those wlion pii -.ition and 
Cres.siv«milies of einploymeiit arc nut iiillueiiied by 
adopt'areideiital ruiuhlions. 

to Again, the duly does not di.scriminate lietween tlie 
proportion nliieli lioiise-renl heai.s to income in difleicnt 
localities, town and country, the metropolis and other 
towns. A rich employer may be able to obtain an 
6)fcellcnt and commodious villa many niilc.s from town 
for a smaller tent than would be paid by one of bis 
clerks or employees who must reside ncai his work, 
and who consequently pays a larger house-tax. For 
similai reasons the exemption ol all houses with a 
rental nut exceeding £20, in town and country alike, 
toucltes diHeicnt classes and incomes unpqually ,' Again, 
the House duty cannot be assessed on country mansions 
in any degree proportional/: to the value of the property 

or the income of the owner. I'urtlicr, the duty falls on 
» ‘ 
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a first necessary of life, and with special severity ijpon 
the.pdorer educated classes in towns, who either feel 
compelicd by their position to fijiond a lelativcly larger 
proportion *()f their .small Iiuinine mi hrmsing, or do 
so Ixjcause they realise lliu impurtanrc of providing 
healthy humes fur their families Its tendency, there¬ 
fore, is to chr<k the investment of in a form 

wliich is niuiL de-.iiahle in the intere.sti> of the com¬ 
munity, while 1* imi'-isLs a |ieiially npuu tme of the 
most cumnieiidahle forms of fiiiuily expenditure. 


riNANCK AtX’Ot'N’TS, i.)r4. 


Land Tax 


^^690,007 


iNCo.Mi Tax, .iijpioxirnatc yioM- 
Scbciliilc A.—Laiuis, Tcnctneiil^, ctr. 

„ H. —tX< i.jMlion nf Lituls., 't’enc- 

inentN rtr. . 

„ C.— Aimimii s, Dividfiiils. cli. 

„ !>• I’liilt'.Mun 'I i.ules, tie. 

„ K -Public Uf(i' Ca, clc- 

Supei Tax ..... 


:£ 10,304,000 


314,000 

2 , 8 ^ 7,000 

27,294,000 

3 »-'AT,a» 

3d39ia» 


/47,541,000 


From IQ07 Income has l>een dintMniti.atpd .as “c.irncd®«or 
"unearned,” the li^rmci class of Iii((»nic al a lowerj^te 

Qp lo a ninxinjitiii Inioiiio of £}ooj, above this amount ill 
Income payb at the hi^hei latc. 
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INCIRECT TAXATION—TAXES ON COMMODITIES 
AN'I) ACT'S 

In most countries a consulerablc revenue is Herived 
from duties iumn gocvls (consiiniablc wealth), imposed 
at some stap;f iir other in their prii"ress from the 
condition of raw matciiai to final consuinjition. 

In modern times such taxation is levied in various 
ways: (l) by direct duties on tpwnership or use, such as 
the taxes on carri.vfes ai d eunf; (2) by duties on the 
article at its prsiduction, iike the exei‘,c on beer and 
spirits; (3) by duties on imports and exports at a 
frontier (customs): or (^) by means of a State monopoly 
of the manufacture and sale (tobacco in France and 
Japan, and opium in India). To these may be added 
the antiquated toils and market dues on sales or on 
tt<SijiL Taxation on ronsum/’thn was in its early 
forms mainly direct, and was exacted from persons 
possessed of “ movable wealth," which was evidence 
of their ability to pay; it was also imposed as a 
charge upon enjoyments and the display of wealth,* 
or as a sumptuary measure for the repression of 
extravagance. 

'■ The tax on watches and clocks introduced by Pitt in 1797 
aaaily reined die industry, and was repealed in consequence the 
foUowilig year. 

Tt 
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INDIRECT TAXES 


Under the complex system of production which 
is the'result of modern progress, taxation on con* 
suinptidn is effected mainly by duties on commodities 
whicli are Indirect, and can j’em ially be sliifted to 
tSe consumui. 

The few direct taxes on expr-nilitwie fot enjoyment, 
such as duties on i .111 iai;es, do.;?, ;;uiis, in.il'--si,rvants, 
and armorial bear, i.;.-, are now ji.iid as licences. 
Some of these, Idle the carriai^e tax, may indirectly 
affect the industries concerned in the production of the 
taxed commodity ; their tendeticj' would lie to limit the 
numbers in those emiihijmi nt.s if tlie taxes were lieavy 
in amount Tlic direct taxes on enjoymenls, which 
are mostly survissils of sumptuary dutie.s, yield to 
the Treasury rcl.itieely a =in.ill amount; such duties 
belonged loan c.arlier and .simpler period, when industries 
were smaller and modern .sources of revenue were not 
available. 

Tolls and maiket dues arc of remote origin; they 
were charges for the privilege of trading in a certain 
locality, and for the use of roads and convenient places 
for sales; they fell ultimately on the co.st of commodi¬ 
ties. Similarly, licences lor the privilege of carrying 
on certain industries, or for selling ceitain googs 
(beer, spirit.s, tobacco, etc.), ultimately resemble in thpjr 
effects and general incidence a tax upon the articles 
themselves, while they also tend to rcslrict the number 
of producers and dealers; their chief recommendation 
is that they effect a kind of police registration of the 
persons'engage^ in these employments, which is 
desirable in the cases of occupations such as those of 
hawkers and pawnbrokers. , 

There is much force in the view that the most 
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■ppropriate use of licence-duties in modem times Is 
in the relief of local taxation, for which purpose 
already a larj[e proportion is paid over by the Govern¬ 
ment Subject to the control of titc State over the 
number and class of articles and tlie rates which 
should be adopted, taxes of this class miyht be assigned 
altogether to local purjjoses. 

Monopolies and patents granted as privileges by 
the Tudor and Stuart sovereigns formed an arbitrary 
and irregular kind of excise, yielding small revenue 
to the Crown, and benefiting mostly the monopolist 
at the cost of the consumer. State monopolies do not 
now contribute to liritish revenue, unless the Post 
Office be so regarded ; but in some European countries 
the tobacco, match, and some other State industries 
constitute a regular source of revenue. 

The prevalent methods of taxing commodities are 
by excise and customs duties; these are alike in their 
general economic result, which is to rai.se prices. 

Customs Duties are a very ancient form of taxation; 
traders entering a country were charged a toll at the 
frontier for permission to enter; the tax was a kind 
of payment for the privilege of trading, for safe passage^ 
‘and also for the use of roads, etc. The assumption 
fas that the incidence was upon the trader, who, how¬ 
ever, recovered the tax in the sales of his merchandise. 
In England tolls or port duties, both on imports 
and exports, became very early a regular source, of 
“customary” revenue; and the duties were paud 
originally in kind, e^,, one cask of, wine dut of t 
cargo of ten. They were afterwards converted Intci 
regular money payments , ;• 

Ftisage, a duty on imported wine, n;as pdd to 
‘ 78 



CUSTOMS DUTIES 


Rlcbaid,!.; Jobn received also import duties on wool, 
salt, end fish, and export duties on wool and leather, at 
established rates, 

^TlJe wars'of Edward I. and Edward III. added 
to the tolls on inercliandise called “ Ancient Customs.” 
The permanent revenue of ll\e Crown from these 
sources was fixed by the “ St.itiite of the .Staple” in 
1353 to consist (if (1) tlie Ancient Customs on wool 
and leather; (2) the New Customs levied on foreign 
merchants; (3) prisage of wine imported by native 
merchants, or tuiin.igc paid by the foreign e.xporter; 
and (4) poundage on goods imported or exported. 
In 1329 the customs were farmed for £20 a day, 
and yielded £6260. In 1411 they were estimated at 

30,000; at the accession of James I. they amounted 
to ;f 127,000; by 1650 the yield was ;f5cio,ooo, and in 
1688 it had risen to ;£l,ooo,ooo. In 1C71 a Board 
of Commissioners was first appointed to manage the 
customs. 

Under the influence of Mercantilism, import duties 
were increased and exports were encouraged, with 
the object of securing a favourable “balance of 
trade," meaning a net import of gold or silver. In 
course of time this system developed into a polity'' 
of employing import duties to protect and foster 
home production. This practice led to retaliatioir 
and tariff wars between countries, and thus the pro* 
tectionist system was strengthened and came to be 
regarded as a patriotic policy. Customs duties were no 
longer regarded purely as a source jof revenue, but as 
instruments for attacking the trade of foreign countries. 
Thii'doctrine held sway in hjpgland until 1846, when 
tbh Free Trade agitation ended in the abolitior? of 

’ ■ n 
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thq Com Laws, Meanwhile, a vast machinery for the 
administration of the customs and the repressien of 
smuggling had been called into existence, which by 
its cxijriibe gicatly curtailed the net revenue derived 
from the taxes. Tlic oiigir'.d aim of a customs duty 
was lost sight of in the ilcinsivc patrinlism of“stril<ing 
at foreign ti.v’e," and ‘sii;!|'orling hmiie industry,” and 
retaliating on the fojeh'.ner. I'itt coninienced, in 1784, 
a reform of tli" csnolicated s)'stetn of customs and 
excise by sim|>lifying' the methods of collection and 
reducing the taxes, but the oulhicuk of the war with 
France led to theit leiunxi-itiuti and inciease; high 
duties were pl.tced on all consumable articles—raw 
materials-, fMid stiilfs, and manufactured articles; at the 
end of -the war about icoo diff-iont articles were taxed, 
of which the majority producc l little revenue. In the 
year iSoo import duties yielded .^8,144,380. At the 
peace of 1813 the income-tax w.as repealed, but the 
duties on consumption were retained, and the pro¬ 
tectionist doctrine was rcafllrmcsl by the imposition 
of a duty on foreign corn, arranged on a scale so as 
to preclude its admission into Great Hritain until home 
prices readied l!os. a quarter. 

petition from tin; merchants of London in 1820 
for freo lr.ade was the first steji in introducing a fresh 
period of reform. lietwccn 18-^3 and 1826 Huskisson, 
who was tlie President of the Board of Trade, reduced 
many duties, .simplified the code of customs, and so 
regulated the duty on com as to lower the tariff price 
limit to y3s. A riiiancial crisis arising out hf over- 
jpeculation, however, checked the movement and sus¬ 
pended fiscal reform for some years, 

Ilf 1841 the task was resumed by ^ir Robert Fed' 
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the tarifC then included duties on 1150 niticles, the 
majority'of which were unproductive, while some, by 
their jjiohibitive character, yielded little or nothing. 
I’ejl pcr.sistently aimed at simplifying the method of 
taxation, and at reducing the cost of collection. He 
abolished pioliibilite dutic.!,, reduced coii.siderably the 
duties on raw mnteii.'ils and partly inaiinfactured goods, 
and in a le.ss degree fliuse on niainifictiires, and as 
a means of tiding over tire period of reform he re¬ 
introduced tire inenme-tax. 

Peel’s isilicy was a ilefinite advance low.rids free 
trading, although he retained the duty on cortr, rc- 
garch'irg agriculture as a iratinnal industry of special 
inrportance. Hts cunrplete acceirlance of free trade 
followed quickly orr tire Irish f.ritriirc of 1845; the 
Corn Laws were repealed in 184^, with tire e.xc option 
of a registration dirty on corn, whiclr survived till 
1869. An Act for tire abolition of the Navigation 
Laws was also passed and came into operation in 
1849. 

The reform of taxation was continued by Mr Glad¬ 
stone, wlio completed the establishment of the free 
trade principle, and also removed several vexatious 
forms of exci.se, including the duties on builduig*> 
materials (1850), and on soap (1S53). repealed 
the special taxes on advertisements in 1850, liid 
duties on iicws['apers in 1855, anti on paper as a 
material in iSCr ; butter and cheese were relieved in 
i860; the tea duty was lowered from is, to 6d. in 
l86j, aittl hops 4vere freed in 1863; the sugar duty 
was repealed in 1874, and the malt duty was converted 
into a beer duty in 1880. , 

Briefly, the chief outcome of the fiscal legislation of the 
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nineteenth century was to render the Biitisli tariff 
purely a financial and economic system. ' Customs 
duties are now non-prutecltvo, and are roflectcd on 
only about a doren difl'eu'iil kinds of arlicles.' They 
are derived mainly from lu.Mnies, are economically 
levied, and arc vciy prixliicliic. Tlie.'V eifects are seen 
in the returns of tlie resonue from cusloin,' in 1913-14 
The chief yield (;^iS,2Sp,ii03) is from tob.Kcn; wine, 
sjiirits, and beer gise t<'a >ield;./'6,507,729; 

sugar, ^3,27^,54;; coffee, coco.i, cuirants, raisins, figs, 
etc., contribute a few other items pro¬ 

duce al)out ^430,000, maliing a total of ^'35,008,^90. 
As a group of ta\os levied on articles of ordinary' 
consumjrtion, mostly above the rank of necessarie.s, 
these customs duties can l>c relied upon to piovidc 
a fairly steady revenue, any fidlijig off in the yield 
in one direction being usually roin|)cn'..iled by ex¬ 
pansion in other direction.^'. 'I'he total volume is, of 
course, subject to moderate fluctuation.s, arising from 
the causes which affect the general jrrosiieiity and 
consuming power of the nation. 

A few items in the list call for special comment. 

Under the pressure of war the duty on tea was 
raised in igoo from 4d. to dd.; increased in 1904 
to 8d. per lb.; in 1914 it stood at 5d. per lb. 
•^he duty on sugar (re[iea!ed in 1874) was rcimposed 
in 1901 on a graduated scale, varjing from 24d. 
to 5cifJ. per cwt. The tax (i9i<|) varies from icxi. to 
22d. per cwt., according to the degree of polarisation. 
Sugar is a necesary article of di^t, and it is also 
an important raw material in the manufacture of 
jam, pickles, beer, and blacking. The average annual 
consumption of sugar in Great Britain amounts to 
8a 
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nearly 90 lbs. per head, and the tax involves therefore 
a real sacrifice. There is something to be said for a 
duty ^on sugar in Great Britain, as for a salt-tax in 
In^lia. Adam Smith regarded a tax on sugar as a 
dusirahle tax, atid one uliich should be retained to 
touch the lower classes, aiid it certainly succeeds in 
reaching the cla'^ses who do not p.i)' income-tax. Also 
sugar is (00 bulky a connnrxlity to imluce smuggling, 
and, as it is an article of guiesal consumption, a small 
duty^ up{»n it raises a considerable revenue. 

During llie seventies there was much agitation for 
“a free bn-akfast taldc,” that the removal of duties 
on tea, cc^ffcc, and cocoa, as well as on sugar. If, how¬ 
ever, tliesc indiicct taxes be all abolished, some other 
means, such as an exlciiMon of the income-tax, will have 
to be devised to reach tlie classes who might otherwise 
escape taxation altogether; for the sound maxim that 
all should contribute in some degree to the expenses 
of govcrmnciit must not be forgotten.* The duties on 
intoxicants do not touch abstainers, and the tobacco 
duty cannot touch non-sniok'ci <; ine time seems hardly 
ripe for the remission of all (Jther indirect taxes, since 
it would require a much higher standard of public 
morality than that yet attained to secure that aU 
contributed equitably by direct niclhods alone. 

* This argument assumf:* the duty to be paid on .ill sugar alike; 
Uie qoeitioD of bounties and the eilects of the Riussels Sugar 
Convention are not here undei consideration. 

* Professor Jevons insistsThe more carefully and maturely 
I ponder ofer the prqjbl^Bi of taxation from t%iious points of view, 
the more convinced 1 always return to the principle that all classes 
of pmsons above the rank of .ictual paupers should contribute to 
the State in the proponion of thdir incr>tnes.’’~“Piinciplef of 
Economics,** a Kragpient, published 1905. 
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(a) The rcimposition of a duty upon imported com 
in, 1902 (repealed, however, after one year) was In tffect 
a return to protection, and had not the same dc/cnce 
as the sugar duty. It was .supijorted l)y the argumejit 
that the tax would “broaden the basis of taxation”; 
but without doubt a tax nu bread, which is the 
cheapest, most common, and moit nourishing food, 
must fall with grcate.st .scveiil)' upon the poor, and 
it has neccFs.irily the defect of all duties upon imported 
articles which can also be produced at home. Such 
taxes yield a revenue only on the iiii)»'rted jioilion 
of the suijply, while they raise the cost of the whole 
supiily; the consumer pays a higher piiee for all, 
while the tax is derived only fioni the imported 
portion. Taxes which produce this result cost the 
community much raoie than they yiehl. h'urtlier, they 
always tend to become merely iiroKxtive duties, shield¬ 
ing the industries they favour from foreign competition, 
and bene/ltirig only the ixrrsons directly interested 
in those industries, while inflicting a burden upon 
the wiioie community. Moreover, tlrey maintain less 
efFrcierrt modes of production by removing tire stimulus 
o,f healthy competition and th'ts guarrrnteeing the pro¬ 
ducers of tile protected article a monopoly in their 
pwn country; tlicy are, in fart, devices for keeping 
up artiftcial prices, an>l are wholly incfTective and 
uneconomic as taxes frrr reverrue. 

This is not the place to examine at length the 
arguments fur protection, but it may be pointed out 
that imirurts ari bought witir exports, Ind that 
they cannot be obtained without the payment of an 
equivalent in some form of goods or service. It la 
the Ivghcst interest of a country to employ its capita] 
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and labour most efficiently, f>, in the industries .for 
wliidi k is best adapted by its natural conditions and 
the skill of its people; witii the products of these 
industries it ban juiruiase ahioarl t1)c commodities which 
it*can produce less clficieiitly I'lce trade is only an 
application of the simiilc and obvious piinciiile that 
the most efficient niodt-M of production jicld the largest 
wealth. And the richer the coinummty becomes by 
adopting the most efficii iit methods, the belter will it 
be able to contribute to ta-sation in other way.s. No 
duty which is piotectivc in its operation can become 
a productive rcvenue-ta.\'; the two aims arc incom¬ 
patible. In so far as a tax {jiutects it yields no 
revenue, and in so fur as it yields revenue it does 
not protect the industry. 

Import dutie.s, as a rule, fall upon the countries 
which impirse them; the only case in which the foreign 
producer could be compelled to pay the whole duty 
would be where an impoiling country is tbe sole 
market for a commodity which the exporting country 
must continue to produce; such a rase is rare, if it 
exists. Countries are not generally so restricted in 
their industries, and, moreover, exporters have tlie 
whole world for their mai ket; and when tlieir foreign" 
market for a pioduct is made unprbhtable in any 
country, they seek other outlets for tlieir energies anrf 
commodities. Thus their trade is diverted to other 
countries Also if a country attempts to exact toll 
from a customer country, the latter most frequently 
retaliate* by oUiey duties, and the nibult is detrimental 
to both. An expensive machinciy is set up in both 
countries for endeavouring fo extract duties from 
each other—a game of mutual waste and futility, 
^ ej F*a 
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dest;ructive of trade and productive of mutual ni> 
wilU ; , 

Import duties and cxci^iG duties are alike taxes upon 
consumption; ihcy arc at prcM-iit very' convenient 
mctlioda for part nf tlie rcyrnue of countries, 

but they should be employed purely for revenue, and 
the schuiie of duties should l.xi caicfully ordered so 
as to be ct(<iioriiie in cullcipouhi. i[\i* in every 
case, and M'ell balaiici’d, .'ino the) riiouid not be 
imp^jsed upon prinuny of life. 

Tl^e tiinrf'i of nv'.st eouiilrie^ aie not devivned purely 
foi revenue, but with a vie.v to tlic pjoteetiun of home 
industries; yet, in the romo\«il of baincrs between 
difiercnl states and the extension of the areas of 
eommon taxation in many cnunliii-''. it is ho]>ed that 
the los> fuim prulalhc taxation is beiu^ iculised, 
and that iiltini.itely llie-e mjiirl-ms systems may 
disaj>[iear. lii tlv- L'liilcd St.ites }injlectivo duties 
are nut prnniltLd to be le\it‘d by one stale aj^aiust 
aiiotluT; c\ciy new aiea admitted iiilu the union is 
brou^tht under the conmi -n tarill. Gerjuany has cx> 
tended lier ZullveiLin, so as t«i niake the Customs 
Union commeiisuialc witli the empire. The Australian 

The tlhcls of ulalialion aic welt illuslraictl by ihtee coni* 
|>aiaUveiy if-cnl Luio])('aii tajill waib; 

• (i) ItetMcen Kran'c and Italy for thcycars i8r.R-98: duringthe 
first eight yciais PiciHh cuumicice with Italy fell from 499 to 340 
millions ol fiancs 

(3) Betnuen Germanyand Russia from 1892-9S ; in this interval 
German trade with Russia fell from 723 lu 487 millions of marks. 

(3) Ilctwcrn France and Switzerland from 1892*95 ( tfie trade of 
France with Switzerland was reduced fiou 337 to 180 millions of 
francs. 

In all tiiu>e cases commeicu began tu revive immediately after 
retaliation was abandoned. 
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Commonwealth has replaced the customs of the several 
coloniof by one general tariff. Otlicr states, France 
and Italy, have removed restrictive duties within their 
areas. Kven tiK minumont fur a llritish Imperial 
Customs Union lias tie one merit of scoldng to 
remove the iinpcdimoiiH to tr.nle uliicii exist between 
Great Ilritain anti licr ri'loiiH-s, aliliongh by some 
niethmis jiroiioscd it would iiiPict a greater loss by 
setting U[i re ti.iiiils tui cuninicrce with otliur countries. 
These movements sei'in to ]inint to a jieriod, however 
remote, when the weald will Ijecomc one economic 
area for trade, when n.itions wall 011I3' iinpo.,c taxes 
on imports for ccoiiomic pinposes, and will avoid the 
waste and cx[>L'nse which ensue from the prevalent 
tariff .svstcins. 

ExpM Duties formed part of the “ Ancient Customs,” 
and were a featme of the old system of taxing the 
operations tjf tiadiio; for piiijic.ses of icvmue. Export 
duties appealed definitely in England under Edward 1 .; 
for several centuries duties were levied on cxiwrls of 
wool, hides, and leather, and later U[ion manufactures 
of wool and linen, and also on corn and coals as 
"Customs Outward-s.” The tax on ex[)ortcd wool was 
levied wall) the further olijcct of kieping the rjw 
material .at home to encourage the woollen industri^ 
The Mercantile theory, wliith favouied exporting wiflt 
the idea of obtaining a balance in money and even 
gave bounties on exports with titat aim, did not succeed 
in suppressing tliese duties, and it was not until Peel’s 
reforms'of iS.)« tliat export duties were removed. 
The duty on coal was retained until 18411. Export 
duties do not .appear again in llie UritisI) tax system 
until 1901, when the coal duty was reimposed at la 
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per.ton to aid in raising funds for the South .African 
War. This duty, repealed 1st November igod.^aiised 
in 1904-5 the sum of ;£'2,o52,;y4. It is a matter of 
much difRciiIty to determine with accuracy the ultiinatu 
incidence of lliis jjarticular export dulj'; the burden 
has been variously assigned to coal-owners, miners, 
shippers, and foreign purcliascrs. 

In the case of an c.spcirt duty on a commodity of 
which there are other source.s of supply or for which 
substitutes c.in bo obtained, the rise in price consequent 
on the export duly would induce forei;;n customers to 
seek for supplies from other competilor.s; this would 
reduce the cxjiort of tlie country imposing the duty, 
and the travle would cither suffer a loss in reduced 
business, or be com[)(;llcd to pay part or all of the duty 
by lowering the price to the foreign client. In either 
ca.se various classe.s, direclly or indirectly interested in 
the indiKslry, w,)uld be affected adversely; meanivhile a 
fall in home prices might stimulate the home demand 
in a slight degree. If the tax imposed be so small 
that the rise in price docs not inllucncc the foreign 
demand, the foreigner may pay the tax. But it must 
be reniemhered that the foreign supply-market of any 
country for an article which is not a monopoly is wide, 
and, in fact, m,iy comprise the whole world outside 
Aat country'; competition over so large an area will 
stimulate production in otlicr countries, and render it 
difficult for any one counliy permanently to extract an 
export duty on an article of common production from 
all its customer-countries. If such a plin were^ssible 
no single country would be allowed to monopolise the 
privilege, hut the practice iivnuld be adopted generally; 
this, 'oowever, is absurd, No countty can compel other 
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countries to pay its taxes by selling to them its 
ordinary products at an artificial price. 

The only case in which a country can recover an 
export duty'from a fiiicinn purchaser is that of the 
monopoly-.supply of a necessary, eir of an article much 
in demand, fur «liith there is no suKstitate. In such 
a c.asc, if ali the [irodiiLcr.s in the taxing country 
combine to put up tlic price so as to cover tlie tax, 
the duty m.ty be oblaiiieil from tile lori-ign buyer; if, 
however, thei c be connietition for the foriign trade in the 
taxed article amongst the stller.s in the lasing country, 
or if the fonigner can reduie his demand, pail or all of 
the tax will be paid by llie e.xporting country. 

As regaids I’.ritish steam-co.al, it is impossible to say 
with ccitaiiily on uimni an c\pi rt iluty would f:dl; the 
circumstances nliich govern its demand ahioad arc ex¬ 
ceptional: it is s.iid to possess monopoly v.aliic by its 
peculiar quality, and as the dtinand is mainly for naval 
purposes the fi.rcign iinpoilerwoulil probably jiay tlictax. 
India recently alToi ded a good e.xamplc of icvemie derived 
from a monopoli.sed ex[iort,\iz., a superior 0[iium pro¬ 
duced under regnlrdions svbicli reiideicd it a gosernment 
monoiioly. Inrlia iiad peculiar advantages for its pro¬ 
duction, and tliere wa.s a large dcniand in China,'at a 
price whicli yielded a profit to the goTcrmncnt; Chfiia 
was the chiet customer, and she ,aceordiiii;ly paid tHb 
duty. In Ipoy the ISriti.sli Government, on moi :d groiind.s, 
adopted a policy of gradual reduction of tlic opium trade, 
which has been so successful that the export cca.scd itt 
1915. Duiing the fifteenth ccntuiy, at the period when 
liritish wool had a nirmopoly value and was greatly 
in demand in Flandcr.s, thf export duly on British 
wool was doubtless paid by the Flemish importers, 
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but they recovered it in the price of their exported 
cloth, which had tlicn a great reputation, ^'amphor 
from Fornio-sa, and cinnamon from Ceylon^ are 
example.'i of monniailic!, wliich may yield a revenue 
by mean'! of an export duty. Ihazil impcjses an 
export duty on coflLC, Chili on nitrates; owing to 
the circuinstaiiii's of piorjuc'ion of tl.'Kse articles the 
iluties an; prulubly paid by imp..iters. In the case 
of ordiiiar)’ ni.'itcrials anrl nianufactiiies an export 
dut)' r.iising prices would soon d.istroy the export 
trade by transferring it to rival countries ; this method 
of raising revenue is therefore avail.ible in but few 
cases, and these are cases of monopoly. 

Exthf Duties are a .systi m tif inland duties imfiosed 
upon artiflc.s ol consumption. They are indirect taxes, 
upon home prnduets. intiodncol into the Knglish fiscal 
system under the Long I’arliameiit, and copied from 
Holland. The term rtJse lilcrally implies a portion 
cut oif from a c(immo.lity, and suggests that the 
State in effect t.ikes this portion for its share, in its 
modem u.se, the tcini excise is ap|ilicd to all taxes 
on conini(.diti'-s [induced in a eoiintiy, in contrast 
with the cihloiits duties which are levicil on goods at 
the •I'lontier. The excise was adopted in 1643 to 
raise funds for'tlie Civil War; it was imposed first 
dn beer, citler. and [icrty, and 'atcr on other con¬ 
sumables, food and clothing. The tax was retained 
at the Restoration, and was extended to many kinds 
of goixl.s. In his eelebiated “excise scheme'’ of 1733, 
Sir Robert Walpnk; included much niiore than excise 
duties. He soiiglit to reurgani.se boUi the excise and 
customs duties and to chpet economies by simplifica¬ 
tion und co-ordination, to put a check on fraud and 
»o 



EXCISE DUTIES 


V-] 

smuggling, and by providing bonding-houses for ware¬ 
housing ‘ imixjits to remove obstacles and encourage 
trade; the scheme was economic in aim, and tended 
in tlie dirccSinn of ficc ports and free trading. His 
projected rcfi-rnis were def'.itid, lion ever, by pidilical 
opposition mid ruiMcprcseiitalion, and fi'rllicr attempts 
at financial letoriii were delayed mtil Tilt's fiscal 
incnsures were imroiiu-'id. 'i’he exti^c jjiujkt, which 
at one time wa*» inijiuscJ on many classes of materials 
and goods, is now levied .ilmost exclusively upon 
mtoxicants, and a cust'iiu-. tiuly U[»ni an^' imported 
article which c.iu be pioduccd at home is met by an 
equivalent excise on the home ptnduit. The yield 
from inland re\eniie on spiiits and bcc*r in 1914 was 

^Vith till' K\i'i‘e or Inl.iiid Kitoiih- .iir ;ils'i iiiLludnl 
tlio Hiti/.i'.ir /'/i.y (,/,’jMd,3d,S) and ihe lovt-nin- from 
LiWfitrs (i.) for duj;',, carriaj(os, male 

servants, arinurial Ix’aiinn,^, anil |ii.) fi.i permission tu 
follow certain uccnpalions ■ —tlnsse of pnlilirans, brewers 
and distillers,tobacco dealers,auctioneers,pawn blokcrs, 
dealers in gold and silver [ilate, hawkers, pedlars, etc. 
The total ainonnt yielded by licences in 1914 was 
£5,371,iGS. Of this sum only a sm.ill part Trent 
to the accinint of imperial revenue, far the larger pro¬ 
portion being paid to local authorities in aid of local 
taxation. 

The general result of an excise, as of a customs duty, 
is to impo.se an indirect ta< on the consumer to the 
afnount ef the (|pty. ]]ut there ant secondary effects, 
and many taxes have been repealed not so much on 
account of the pressure of the duties as on account of 
their indirect effects upon industiy. If Uie charge be 
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made upon a proress, or at an early in the 
manufarture, or upon a material or agent, it im*f»lve$ 
additional expense to the producer, which will Uifniiie 
an element of cost to lie recovcrorl ir) t'le s'ale; lieikv it 
isancconomit. niaxitn (ti.H diiticA<inconnuiKliiicsshould 
be lc\'ie I only on tin* fiinslu.-! article and never on 
the raw in.duial. 'I.ix.itiou ■•l.oiikl toiuh production as 
lightly as jjov.ibU*, and should ijt.illKT sti/lc llio industry 
nor tend to raalA* it a monopoly. When a ihoicc lias 
to be in.Kle Ii'Mhlcji two tUMS, llic ailicle which 
stimuliiti's indiMiy dionld be excjnplcd 

The aim of taxation is re\cmic; by confining indirect 
taxes to few articl-'s the cost of collection is diminished; 
the selected ai tides should be, however, sufficient in 
number, and of such a kind as to touch all classes, 
and to roach in a moderate dej»rec those who do not 
contribute to din d taxation. The artiLlc** .suitable for 
taxation vary willj the clrruin.slnnrr.s f>f a country and 
the habits of the people, Ua and coffee, l>ccT, spirits, 
and tobacco^ arc very suitaldc coaimuJitics in Great 
Britain, while a salt-tax is almost the only form of 
taxation which can touch the masses in India. The 
rule that necessaries .sliould be free and that indirect 
taxes should fall only on luxuries is tiius a counsel 
of perfection nojt always attainable; in a countiy 
yhere thrcc-fourth.s of the population con.sume no 
luxuries, the majority can only be taxed through 
necessaries, and in these circumstances there is no 
hardship in such a tax. 

There is always a limit to the productivity .of any 

Immodeiate smokers and drinkers contribute heavily to taxa* 
tion; the consumption is of luxuries and it is optional This 
tatttios raises revenue but imposes no economic burden. 
g> 
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particul^ tax; by this is meant that a heavy tax 
may* reduce the revenue-yield by discouraging con¬ 
sumption. The point of profitable taxation is a 
ijatter of importance hi bo ascertained by govern¬ 
ment; finantim by experience become able to fore¬ 
cast the prob.'iljle effect of a small addition to the 
duty upon an article; this is not by any means a 
constant proportion, since the elasticity of demand 
is variable, and mucli depends iiiion the state of 
prosperity anil the habits of a people, while the con¬ 
ditions of ttadc are also subject to many causes of 
fluctuation. 

The method of ad valori-m duties or taxing com¬ 
modities ill proportion to value is de.sitable; but it is not 
easy to carry out, and it is not adopted to any extent 
in Great Iliitain, The tax on tea, for exam[ile, is at 
the same r.ate on all qii.alitics alike, while an ad valorem 
tax would he rated according to the quality of the tea, 
as expressed in price per lb. It is objected that since 
a uniform tax per lb. is heavier on the chc.apcr qualities, 
therefore its incidence is grc.atest on the poorer clas.ses 
of consumers, and that the tea duty inflicts an injustice; 
but the practical difHculties of ad valorem taxation are 
so great that it could not be applied to tea witll any 
approacli to justice or economy; thfc attempt would 
involve great expense, would lead to evasion, and woufd 
favour tlie consumption of the inferior kinds of tea It 
must be recognised that no single tax can secure equity, 
and that in the liriti.sh system con)[)cnsation for this 
defect is found» in the aggregate of the taxes; those 
who pay relatively must on tea escape direct forms of 
taxation altugctlier. In som; cases an approximation to 
taxation in proportion to value is possible—e,f.. Spirits 
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and beer arc ^traded according to their strcngt[i, which 
can be easily tested ; similariy sugar pays according to 
the de;;ree of sacch.irino matter. ^ 

Ta.ics on tlie tr,iii!,fcr tf wealth arc taxes o,n 
actions or pio ■e^scs; tliey are an intcrfcreiice with 
the fteedoin of business and exchange, .and so far 
tend to chi ck activity an.i iniiiede progros. They 
may in some in.itanses be rcg.irdcd as fees for 
services rendeicd, hut in most cases they are a tax 
on the inuveiiients of eapilai, and fall on a limited 
class which is very active .and very prorluctive. They 
arc defendid .as “not Rlt,” as ftdiiiig mainly upon 
speculative profils, and as not boiiif; siitticieiitly heavy 
to interfere inatcii.dly witli traile. They are con¬ 
venient in collectiuji, and tlic yield is .sudi as not to 
attract great attention, «hilc their incidmice is upon 
the accuiniil.ated •vvalth of the comfiutahlc classes; 
thus, though they c.annot be trealcd as a large or 
important factor in taxation, tliey m.ay, if not 
e.vcessive, rontriiaite someihing in a composite system 
towards equitable distribution of taxation by imposing 
an additional cljaige on wealth. In so far as they 
restrict transfer they intcifcre with efficient action 
and hnay iuliuence the direction of investments ot 
capital; the incidence according to circumstances at 
*1be time may be upon cither the buyer or the seiler, 
or it may be sh.ired. 

Stamp Duties are not a special class of tax, but a 
mode of collecting various kinds of revenue by a process 
of registration. They are duties u[)on dacuments or in¬ 
struments essential to render certain proceedings l^aL 
This kind of taxation i,s sometimes self-collecting, 
sometimes effected at a public office, and it is 



STAMP DUTIES 


T.J 

enforccfl by requiring Uic .stamp record for legality; 
such taxes are easily i;railud on an a-/ nihrim basis. 
Sta;np duties arc iiniio.'nl on diribiunl kinds of acts 
.j-tlie .sale of proirat^, sina-.ssiun to (“tail's, d(X:ds 
of gift, least's, ',1'tticiin Ills, lllc nisuiaiiLCs, lontracts 
of many kinds, agintna :.ts, sale of s.look and shares, 
cte Slamp duties arc aks'i |i.iid foi luenees gomting 
ixtrinlssion to I'l ilow \,nlous iiccup.itioiis-- iliose of 
solitilors, banle.', teiuey.-n. irs, etc. This initial 
oiitl.iy kiid.s to liiiiit llie nninlitis cnteiing those 
professitins; it is an eltimiit of e.xpense, and hocomes 
a factor in the chaige-s for the sersites of tliose 
classes, and thus ultini.itily falls on their ilients. 

Stamp duties were eop'i d from Holland in 1694. 
They were much e.-itended duiini; the following centuiy, 
and esjiecially at the time of the wni witli Trance; 
modified and consolidated after 1S15, they weie revised 
and improved in method in iiS53, when Mi likidstone 
adopted the penny receipt stamp, Tiie system was 
again simplified and reduced to a code by the Stamp 
Act of l8;o. The various si,imp duties now yield 
almost ;f io,(X»,(XX) per anmini, aiul affut a consider¬ 
able list of transactions. Tliey ate gioiipcd under 
four heads as relating to (1) iJills of Excli.ingc ajid 
l’romis.sory Notes; (2) taxes on leceipt.s, clicques and 
drafts; (3) transactions relating to property—sales, 
settlinnents of money, leases, and .securities for money; 
[4) other deeds and instruments concerning wealth. 

Some stamps arc merely a convenient method of 
taxing a cuiiiinudity; sueli ate tlA- duties on patent 
medicines and playing cards, whicli fall ultimately 
upon the consumer, and in. so far as they tend to 
check the demand they limit the capital employ^ 
«S 
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in the industry. The incidence of taxes on receipts 
is moi!t probably on the icceivor, who can af the 
moment of payment easily afiord the tax,, while ,<t is 
too small to be peteijitilile. 

Taxes on the s,t/' oj immovMt froffTty (land and 
houses) have Le<;n criticised as imix.^in^f re.straints upon 
tlie free exch,inj;e of thi.s chxss of we. 'th, and as hinder¬ 
ing its ilcvelopinent by pieveiUiii}; it horn |ia.ssingreadily 
into the hands of those who aie best able to render it 
productive; they weie ugarded by Mil! as a fine upon 
tlie seller who usually parts with hi.s projieity under 
some necessity and theieforc incurs th.c loss of the 
tax. The incidence ol a tax on traiister is doubtless 
determined by the relative ui;,eiuy of the seller or the 
buyer at the time; the price is fixed aciordiiio to the 
law of reciprocal demand, and is much alfieled by the 
degree of ))ubhcity and consequent extent ol the market. 
As a tax [jaid by the hiq cr is an addition to tlie price, 
it reduces tlie amount of his ofler, and tlius in ordinary 
cases the tax is probably shared between the buyer and 
seller; in any case it is a tax upon accumulated wealth 
which acts as a check upon the facility of purchase, 
and by its friction lends to reduce the amount of 
business. Land is the raw material of agriculture, 
and an essential factor in all industries; taxation on 
its employment is, tluTeforc, like the taxation of all 
raw materials, undesirable. Fees for registration and 
for legal charges incurred in the sale arc necessary, 
and registration is de.sirahle, both in the interests of 
the dealers and of the community. Charged for thin 
service are not strictly taxes, but the stamp duties 
on transfer are fat in eisccss of payment for public 
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2 I, 2 lS 

J'cirk'iini <riU.'s. 

28,928 

Share W.'inant's. 

150,160 

Jhlls f»f haij;fC , . . . 

1,035,806 

Composilioun fi»r Diitk'^ on I'llls, <hu 1 
Notes of liaiil .j f-f Kivdaiul ,iml 
Iieland ami <i{ rniiniry l-.iiil.s . 

12.4432 

Licences and Certifii.'it O'! .... 

175,154 

Life Insurances. 

111,218 

Marine Inbiiianrc-. 

i!< 9.037 

Receipts, Drafts, .uid "Ukr id. Slanijis . 

2,016,830 




The Haihvtn' Duly N n l.iv ii|)on romininiic.ilion and 
transport In Great lirilain Ibc duly is 2 per cent, on 
fare.s above id. per mile f)ii tlie uibnn pas,scngcr traffic, 
and 5 pet cent, (ifi country traffic; fires of id. per mile 
or less are free from ta,\ation, Tli| tax )’icklcd ;^28S,36o 
in 1914. The railway duty is a siiecial tax upon one 
form of private eapit.d, since railway companies,dike 
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other industries, pay both income-tax and local rates, 
The lax is a survival, and is inherited from the old 
5 per cent, duty on sta^e coaches; it is supposed to 
be jiistiHcd as falling' upon tlie holders of a transit- 
monopoly. 'J'his (It fence of tlie tax, however, involves 
a contradiction, sinre tlie lower hues are specially 
cxemptcxl from t.ax itioii in onler to confer a boon 
upon the poorer pas-senoers, and tliis exemption mii.st 
rest on tlm a-sinnption that tlie p.issenoers would other¬ 
wise pay the tax. The incideiiee is dilficult to trace, 
and is not uniform, but it jiiohahly falls upon the 
ordinal}' shareholders in most eases. 

When the railway is in competition with other rail¬ 
ways, or with Ollier modes of transit (sia, canal, 
tramw.ty,etc.), to that extent the monop ly is limited; 
the Company ende-ivoins to secure it-, share of the 
traffic, and cannot therefore place any sju cial duty 
upon the passenger without the risk of inducing 
him to adojit the alterii.itiie mode of tninsit. Hut 
when the r.iilway has pr.mtically no competitor, and 
its trafiic is more or less a.ssnred, it can adopt a 
higher sc.rlc of chaiges, and it may sliifl the duty 
to the passenger as an c.xtra charge, so long as 
it dtjes not drive him away by raising the price 
above tlie marginal utility of the service. Duties on 
transit are common on the Continent. In France a 
railwivy duty is levied on goods and on passengers, 
but French railways are largely financed by the 
State, which guarantees the interest on tlie share¬ 
holders' capital. ■ I > 

Taxes on transport are uneconomic; they tend, like 
duties on commodities, to/aise prires, to check business, 
and' reduce consumption; and they create economic 
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friction, which is always an obstacle to trad& The 
British railway passenger duty is a relic of an anti- 
quat(:d system; it raises little revenue, and is not based 
upon any scientific principle. Government regulation 
of railways Ls necessary, and can be cITecteil by other 
means; but duties on tr.insit cannot be rcc.arded as 
economically dc.sirable in .an industiial and commercial 
country; they hiinler tin- natuml distribution of wealth, 
and, like any other cause of expense, they tend to divert 
trade into com[)eting cheaper routes; they .are particu¬ 
larly undesit.ablc in a country which desires to cultivate 
an entrefSt Ir.a.lc, or whkh is eng,aged in the business 
of a carrier by .shipping. In such a country any 
obstruction to free movement or anything which, like 
heavy dock charges, incrca.scs crest i.s injurious, and may 
be fatal to the shipping eiitcrpri.se by diverting its trade 
to rivals. 

Thf Fo^t 0 /Av affords a |)ccuh‘ar source of revenue. 
For the ye.ir igi.( its cainings (exclutling tclegnaphs) 
were ;^23,94S,7.S5, .and its expenses 

A high r.Ue fur po.sla.ge, telegrams, or telephone 
messages is of the nature of a transit rliit)’, and is both 
impolitic and uneconomic, since it teiuls to restrain 
communication and to rciluce liusines.s. The Ulatish 
Post Office charges are, however, very sin.all, and the 
net result is a .surplus revenue of ;^2i,2’o,ioS. This 
mode of obtaining revenue has been objcclerl to as a 
tax upon correspondence; it is dcfciidi-d as a simple 
means of raising a considerab’e amount by a method 
which has no appreciable effect on ibusincss, and which 
practically docs not touch the poorer cla-sses at all. 

It i.s questionable whellier Ihe J’ost Office net revenue 
can properly be regarded as a ta.x, it is rather a citse of 
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trade-profit. The postal service is a monopoly con¬ 
ducted by the Slate; it satisfies, perhaps, l)Ctter*lhan 
any other public iindcrtakin" tho conditions requisite 
for a State busin<-ss (‘ntcrpriso, viz. • simplicity, routiije 
method, the ab')Ch«c of ri'^k, aiii* the j'reatcr efliciency 
of a sini^de organisation. TIjc capital Is larf^c, and 
consists mainly of public biiildii-j;'* and vdiiclcs, and, in 
the ca.se of Iclc'^raphs and lclophc»nc.*r, of wires, polc.s, and 
mechanism. The fuuctiuns of the IVinI Office inclmic 
not only lian'.mission of letters, ])aj)c*rs, |iarccl.s, and 
telegrams, but vaiiuus cdlvT tasks fur wiiith it furm.s 
a convenient instrntnent, such as ihe colhvljon of taxes 
on guns and do^;s, the sale of stanifjs for icceipts, a 
State-banking system fur .small fle[)o^itN. and the trans¬ 
mission of .small debts ami ci ciils, the ;alc of goveiu- 
mcnl stock, etc. Some of tlic’O ^cniiei are not very 
productive, and I’ost Office banking involves a positive 
loss since llic rate of ir.tvicst p.iid by the St.ile is more 
Uian it receives, when cxjv'jises of .staff arc taken 
into account. It seem*! impossible to assign the Post 
Office net suqdus definitely to any one of its many 
functions, though far the Jarge.st porthm must be 
derived from profits on its primary l)usiticss of Ictter- 
carrymg, and that mainly in urban district.s .since the 
exj)cnscs arc rckHively much less in towns than in rural 
districts. In any case a substatiiial net income is 
derived from the wli-de group of business transactions; 
the charge for letter tr.iiisit is exceedingly small, while 
the gain to the nation is considei able, and the advan¬ 
tage of a reductivn in postage would be ttivial to 
the masses; the burden, if ,any, is widely diffused; it 
is fairly ecjuitable, and if cannot be said to restrict 
communication in any degree; finally, the surrender of 
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the surplus would entail the necessity of some other 
metliod of raisiiij; levemio to that amount. 

To the fliities of the Post OfTiecs was added on 1st 
January I'joj the pai'meut of Ohi A'.;u I’eiisions; and 
on the Isl J,.ini'i\ loie the syslein of thi- National 
Tdeplume I'oini'.niy was |.la'L'(l insler the control of 
the ('ii’iieral IVist Ollho. ’J'lie hi'Uiaiu'i' .\it (15th 
July 11)' ' was ,1 hirll 1 r U'Mil ion to iliioc iluliis, 

The and /'..iy.l /*• suriees have each 

involved a l.ii ;e inili.d oiilho of 1 apnal, and cannot lx: 
re;]aril''il din i Py a-, souicis of ivninie, hut liny yield 
an imii"'1.1' i onve in'lee and ccoii'iiiiy oi time and 
lalioiirto the eoniiiiuiiity. Ila\ in;; iL;sini onl)' foenst of 
tro'isiiiiii'oii in Ipi | tlur Teiiyrapli slioued a ij.ilaiice 
of/,'jo;i,i;r', .mil 'fekphoiies ^'''.ti'o.^ 15, on ilio yeai'.s 
workiii;.,'. Till ii |iiililtc utilitj-is llu Ii jiiaillLalion, and 
this is i'll oiiiiiioiisiir.d'Ii’. 

It p 111.oils iiierel)' to mention several other small 
items of national income ivhiih aie not ileiiied from 
ta.vation. Ctvwn ! muh coiitrihiite .f'^ tn.cxx'i; tlic.se 
are reijarded as Sl.ile properly devoted to a .special 
purpo.se. In call) tiiiiis the major p.irt of the io)'al 
revenue was riciiinl from landed properly , as lues been 
.shown, this .sonrre of income was reduted by the 
e.'ctravaipiiit oeiiLro.sit\- anrl injudicions exiiciiditiirc'of 
some 111 the snvereiaiis; lint other souiies of hieoint 
were found, and pp w more pniikiitue. h'lom the 
acce.ssi(m of William Hi it became the practice 
to charge the expenses of Ko)'alty u|)on a more 
purmanait fuiid.ealled tlic “Civil l.ist,” for which an 
amount is voted at the actession of the soveiuign. At 
the accession of George lII.,(iyfio) the amount of the 
royal income was iiicrea.scd owing to the .surrendor by 
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the King of the Crown revenues from land; these 
lands have since been managed by a department of 
State for woods, fore.sts, and land revenue. 

Another interesting item of national leVenue i.s the 
income derived finin an investment of ;f5,ooo,ocx) made 
in Sites Canal Sluiies in iKyj, now valued at i'34,();!9,000, 
and which for the year 1913-14 yieldid a dividend 
of ;tl,24rt,37g. Sundiy lo.ins m.ade by the liritish 
Government to Nigeria, Cicero, and a few dependencies, 
paid during the year 1913-14, as interest and repayment 
of capital, 1^1,579,972. 

Under the head of Miscellaneous Rroenut for the year 
1913-14 are receipts amoiinliiig to .^2,303,924. Tlicse 
comprise fees paid into the Courts of Justice, and for 
registration of patents and stamps. I’rolits on the 
Mint amounted to ;CSoo,d74; tlic lianlc of England 
contributed mainly from jirofits on the issue 

of uncovered notes. Kea i[ils from various departments 
and sources, including for Conscience money 

and if 10,000 from the Isle of Man, make up the 
remainder. 
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IKl'IDKNCE OK TAXATION 

'J'llE pniblcm of tltc iricklcnco of taxation is the mode 
of its chMiiliiilinn ; it is an atlein|it to unfold and 
explain the taiious elfeets of a tax. 

Real incidence points to the ultimate burden of the 
ta.\ in contrast with its first or immediate incidence. 
The effects of a lax are often ver)' eomplcx; shifting or 
repercussion moves the burden on, sometimes quickly, 
to a second person; in other cases it is distributed 
slowly and m.iy affect various interests. Shifting in a 
greater or less degree is general in tlie case of taxes on 
commodities and operations. 

Taxes are shifted in various ways, and to pursue the 
incidence is often pcrple.xing.' The uncertainly con¬ 
stitutes one of the difEc ulties of satisfying the canon 
of equity. Some taxes are shifted .fraudulently ty 
evasion, that is by avoiding the payment, as by giving 
a false return of income, or by smuggling to escape an 
import duty. Again, the effort to escape from the 

' The difficulty of tracing the met incidence of a tax is so great, 
owing to \jie complgilty of tlie tircumstanif s, that it has been pro¬ 
posed by Dr Caiman to dismiss the term '‘incidence" altogether, and 
confine the mvesligatiun to “ effects ° j this is m reality all that can 
be done, bnt the term " incidence "dias a prescriptive cimency, and« 
It hu also a useful conuotatiom 
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burden ot a new ta-K sometimes leads to the discovery 
ot a substitute for the commodity taxed, or to an 
improvement which cheapens the cost of production, 
or effects a ;;ain iiy an economy of waste power pr 
matnid, poselily i xc'i-diri‘; iii value the amount of 
the lax. This ]i!ire..s is not privvrl-, a rase of the 
shifliui; Ilf a l.rs, hut is rallivr a new stcji in economic 
devei'i|ii,iLiit and one uf the m.iny forms of progress. 

In the caniiiinic ;,i'n.se “.shiftiuj;" is passing on the 
tax to anotlicr (lerson, as tire iiiiporter (susses on an 
import duty, .anil the di..t'ller lire c-.tise duty. Often 
by the mere (il.i)’ of ttouoiiiic fnices a ta.x is in p.irt 

р. as.sed nn, a (mrlii.n heiiig lume liy the pn ducer, and 
the leniaintlei beiiiy lioruc by tfie consumer or distributer 
In some in'il.riice'-' even more than the tax is exacted 
from tile LiTi'Umcr, since the ndvanee of a lax btenmes 
an outlay of capiial wliu-h, hie the other e'ernents in 

с. a[)it.al expeiidi'i re, is exjitcled to be.ar interest. 

In llic mode of C'Jlection of sundry taxes, shifting or 
transfer is dosigiiul. It is expeited that custnms and 
excise diiti. s uill lie ji.n'd by the consumers of llic gciods; 
the lax is levierl n[Kin the im[)orter ot ]iri«.luier lor the 
convenience of collection. In oilier rases the shifling 
is lan foreseen, or it is gre.der or less than wa.s con- 
teihplatcd, and •touclies intercuts not intended to be 
alTected by its imiiosilion ; hence the distum that 
“the evil of m.any taxes is in their indirect effects”; 
since they m.ay imintenlionally inflict hardships on 
individuals, or he hurtful to production. 

A tax may be inposed at .such a icitc as to add to 
the customary .selling (irice of an article a fraction win'ch 
will cost the parcliaser of .small quantities more than 
' the tax; the manufacturer or dealer will sell the article 
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at a price—the nearest fixed unit which will give him 
a profit that covers the tax; thus the consumer pays 
mo^e than die tax, while the Treasury obtains only 
^hc lax as revenue, and the dealer oi middleman gets 
the excess as - an adiht'oiial tax of Od. per 
lb. on t'ih.i-cii ni ;ht add Jii. to the selling [nice per 
o/,so th.it buyer of I-., th.in 3 o/.. at a time would 
pay iiieie.a't'd duly .it th. rule of fid. [kt Ih Or it may 
be that the' ''fleet of .-ii aihlitirjnal tax is to raluce 
demand; the [iioilucir ot .ellcr is then comiiclled to 
suRcr, eitliei in .1 r doition of busio'’ss, 01 by' be*:iring 
pait of the ti.x In the sini[ilest c.a.se of a duty on a 
coiiuiioflili, pai'l luiinarily by the maker or iinporter. 
thet.ix will tiiid to lx moved to the consumer; but it 
is inipos.idle to .ascerl.iin With :d)-o'iite certainty on 
whom the t.,\ does te.’diy t.ill in every case. lueidence 
ii an iiiiiicate ;uid not ahioliiteiy del'crminable problem. 
'1 he analj'.is is [s’lfoimcd hy e'.x.anjiniiio each .sfxrcies 
of tax ‘epatately. .md thiuioh for concrete cases \,e get 
only approximate tjulh, let the conditions can be .stated 
and iin abstiact Joetriiie of teiideiicii's e.in be established 
for cai h class 

A new lax lia.s both .in immedi.ale k'uI .m ultimate 
effect. Its immediate incidence causes a dist'jfbance 
which is followed hy some movement towards readjust¬ 
ment; the nature of this adjustment and the tilde 
it requires dep'.nd upon the freedom and c.xtent of 
comiietition, and upon the el istieity of supply and 
demand. Some theories of taxation deal only with 
results and ignore tlic iutmidiate eficcts, but 
mcanwltiic taxes it,eve to be paid, and titeir immtdiate 
effects m-ay operate di.sa.striju.sly Itefore .adjustment 
attained, fur "taxes tend to stick where they fall’': 
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it takes time to move them on, since economic forces 
often operate slowly. 

The ultimate elTcct may Ire very diflertjnt from the 
immediate eir(.cl. When the ta-Y is .shifted from the 
first payer to tlie disliilnilci, wlio jjasses it on to the 
consumer, it is called lorwaid-shlfting; when it affects 
a previous agent in proiluctimi or a suh'-idiary industry, 
it is calied backward-shifting; if it causes a rearrange¬ 
ment in some of the factors of production and dis¬ 
tribution it is said to be diffused. Observation of such 
ca.ses led to the Diffusion Theory, wliich maintains 
that ail taxes, no matter how iinpo.sed, are ultimately 
spread equitably over society by a process of accom¬ 
modation, which is accirmidit.hcd through the action of 
competition, and tliat tlic burden of ta.xati()n is thus 
fairly distributed by a portion being passed on until 
the tax is dilfiiscd over the whole community in pro¬ 
portion to ability to pay. 

This view rests solely upon the con.sideration of taxes 
on commodities, wliich are indirect, and it exaggerates 
the effects of diffusion even as regards these. But a 
large part of taxation is direct; it falls upon income, 
upon estates at death, and upon acts and operations in 
which' there is little or no dilfu.sion. And it is not a 
matter of indifference on whom a tax is primarily 
levied, as it would be if the ullinmte effects were always 
the same. All proposals for new taxation encounter 
opposition from some classes who feci assured that 
they will be s|)ccial sufferers thereby, while the same 
proposals are easily tolerated by those who deem them- 
.selves exempt from their operation. If it were correct 
that the income-tax which js levied upon a limited class 
’ of the community is diffused over all, then it would be 
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wiser to exact it from all classes directly, and thus 
avoi^ the loss which must be incuircd by friction in the 
economic transfer; further, the direct demand would 
secure the m'ornl advantage of bringing homo to the real 
^yers the effects of cxti.-iv.ig.uire in national expendi¬ 
ture. But a luiivcrsal income-tax would !« re.sented 
as unjust to labourers, and iiider-d the chie.f rau.se of 
the popidruily of the inconie-t.ix is the f.ict tiuit its 
inridcncc is u]«in a limited jiorlion of the community 
only. 

It is ceitain th.il .some kdiids of taxation impose 
heavier burdens than others, and pressure of incidence 
can be modilied by adopting different rnilhods. If it 
were not so, .and if all 1 i.xe.s wcic rliffused equally, much 
thought expended upon legislation in order to secure an 
equitable system of taxation has been wasted l.ibour. 

Ferfect a'ljustmcnt of t.ix<ilion is unattainable; some 
taxes arc not slnftcd at .all, others are distributed, but 
according to no principle of equity; the conditions of 
their transfer and their indirect effects constitute the 
problem of incidence b i be investiguled. The ascertain¬ 
ment of these tendencies may avert injury. Without 
it the hasty imposition of a tax may bring injustice 
and cau.se economic loss to small industries by stamp¬ 
ing out some and cripiding others, for a small mai|>in 
often determines economic existcnca But the aim p{ 
taxation is revenue, not repression of industry, and a 
tax that entails the latter consequence fails doubly in 
its object 

Incidqpce must be studied in it^ effects upon con¬ 
sumption and demand. A tax imposed upon a 
commodity is generally expected to be added to the 
pricey and to be recovered ultimately from the-con- 
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sumer; this effect presupposes competition at all stages, 
and'also tlie perfect mobility of capital. The assumed 
ecotioiii'r procedure is that the tax reduces the profit 
of the i>r'<dut.r nr seller, ilint he ‘■■tiujrglcs to rccovej* 
his nnrmal ra.i' by a lise in |irire, uiul so pas'cson the 
cliaigc to tb' i'in‘.uiii,-r. Tins is dnul.lh-s, the general 
tciideiiey, but tin re art maii\ o)i,sl,iiIes to pei u:rt com¬ 
petition, and the effect iii/'iii -tiei.iiid ijf me ill price 
will also e.iry with the iiatuie of llu- .otkle 

I. — if llie taxrsi ,*rti- le tic a neei ss.uw' or a relatively 

small item of e.sp'-ndiliirc tin. tax in.iy not atfect con- 
suniplioii; in si.ih a case the demand lor the la.'ced 
article is so that its iirculuclion and sale are 

not affce.li 1, and tlie tax is paiii liy tin- eonsumer. Itut 
sitire the iiicrca-sed cost of obtaining tin; same supply 
as forme.'ly w'il lednce the oom.pd 1-u/in;; rajiacily of 
cniisumcis, it will affect tilth ileinaiid f a otiirr artirles; 
the effei t of tlie tax is tlin,, in fact, transi'erretl to the 
producers of tliosc various indefir.ihlc ailieles by a 
reduction in the demand for them, wiiieli will tend to 
lower ll.eir price. Such results would follow a rise in 
the jiricc of bread, raiisul cither by natur.d scarcity or 
by the iiufiositiou of a tax. Many families, in ortlcr to 
oblain'their usual supply of this prime nercs.sary, would 
be compelled to tut down thrir purtlm.ses of other less 
nece.ssary articles; the incidence of .such a lax is, 
therefore, widely diffused—tliat Is, not only do giurchasers 
of bread suffer in a diminished power to buy other 
articles, but the producers of tho.se other articles suffer 
from that dlminishod demand. > 

II, —Dut if the taxed article be a commodity for 
jvkich tlicrc is a .substitutc,.or which is not a necc.ssary, 
an attempt to recover the tax by a rise in price will 
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followed by a reduction in demand, which will throw 
part'Of the burden of the tax on the prtvliiccis by a 
dimijiution nf their bii',iness. The producers will then 
either revert to (he formi-i price aiid thus bear the 
tax, nr they wilt ilibe to l.eep up an inci’eased price; 
in either ra‘'.c, those who aie piodudnc; tlic article 
in the ciicmnstaiitcs of least advanta.^e and making 
only a maiginal profit iriil .sulfer most, and the}' may 
even be driven out of the field, Ihus icstoring the 
balance with a dimii'ished consuniplion ; the surciving 
producers, owing to the cnnseipu'nt increase in their 
business, may not lose. Again, there are usually many 
stages in pioduclion, and numerous grades of inter¬ 
mediaries before consumption; and if comiietitioii be 
imperfect at any one of these .stages, or in some one 
grade of dii.tiibuters, the weak niendier.s will suffer; 
but if some one of the intermediaries (as, eg., an 
importer or de.der) has a monopoly, he will he better 
able to pass on the burden. In the case of a group of 
commodities which are alternatives or substitutes, tlic 
imposition of a tax on one member of the grou;) may, 
by reducing its demand and increasing the demand for 
others, tend to cause a ri.se in their prices, /.r,, to spretid 
the tax over all. 

III.—If the article taxed he a prodhccr’s or dealer’s 
monopoly (tlie case of trusts am! coinhines) and tire 
article be nut a necessary, the tax mu-d mduce the 
profits of the seller on the sui'posiiinri that the price 
previously exacted metisured tlie maximum utility to 
buyers. In such a ca.se there is no real competitive price, 
but the monopolist fixes the price so as to yield him 
the maximum revenue; this price, therefore, cannot 6S s 
raised without cutting off demand,'wd the monopolist 
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has thus to choose between paying the tax, or sub¬ 
mitting to a reduction of his sales; he will adopt that 
course which will give him the largest, net rei/enue. 
In one case the iii'inopolist pays the tax; in the other 
the tax is paid by those who continue to purchase at 
the enhanced price, and the muuopolist suiTcrs a ioss 
in reduced business. If the article is uiic much in 
demand the monopolist may raise the price in the hope 
that it may occasion an agitation fur the repeal of the 
tax, A tax on a monopolist imposed in the form of 
a tax on net profits is like a tax on reirt, artd cannot 
be shifted. 

Any form of control over transit, production, or an 
essential factor in production, which confers the power 
of excluding competition, enables the niortop<ili.st to 
raise price at the cost of tire conrmunity. But a country 
which is a .sole producer dues not necessarily get a 
monopoly price: there may be competition among its 
producers as exporters, and they may also be held in 
check by possible suhstitute.s. These motropolies are, 
however, suitable subjects for taxation ; but it is often 
difficult to asse.ss monopoly-values, and to disciiminate 
between the results of monopoly and those which would 
be tfie effect of healthy .speculation, as in the absence of 
competition it Is impossible to say exactly what is the 
true competitive price. 

Shifliii;; of taxation thus depends upon the effect 
of the tax upiin price, tV., upon supply and demand 
which are affected by price, and the possible fluctuations 
ate very numeroua The principle involved ii general, • 
and applies equally to all cases of a rise in value— to 
r^ages and profits as well as commodities—and the 
effect dues not depend upon the special cause which 
' no 
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raises value; a tax operates in the same way as any 
other, element in increased cost 

A pure throry of value presupposes perfect competi¬ 
tion, but in actual cases there are many limitations and 
imperliments to mobility, and consequently the exact 
pressure of any parliciilar tax cannot lx; staled. The 
problem is .also conqilicati d by the action of counter¬ 
acting forces: rj;., a lax mi;;lil ix: imposed upon bread 
at a time when abundant hai vests tended to cause 
a fall in price, so that no effeit on [>nce ini^ht be 
app.arent. 

The Aira a/ or degree of gener.ality, aifects 

the oper.ition of ,i tax. if a tax is general, as in the 
case of a duly on lea or toli iceo, its effect follows the 
ordinary rule of a rise in price; but if it operates over a 
reiatively small area or group the pressure will be dis¬ 
tributed irregul.irly. In lire case, for example, of a local 
rate being higher in one paiidi than in an adjoining 
parish, a portion of the taxed community may migrate 
to the cheaper loc.ality, and tlius the tax will operate to 
extinguish some rents ajid lower others in the more 
highly taxed locality. A similar result would follow the 
taxing of one only of a group of alternative articles 
of consumption—c,5'., raisins, currants, and 6gs,' tea, 
coffee, and cocoa; cotton, woollen and linen goods; of a 
tax on one of competing forms of locomotion; or one out 
of several methods of production. Part of the tax will 
in ail such cases fall on the producer or purveyor of the 
taxed article or methexi. The alternative articles or 
methods are competitors, and the eflcct of a rise in the 
price of one article or method tends to divert consump¬ 
tion to the untaxed substituti;s. The result is to plaCo 
capital in the taxed industry at a disadvantage, tand 
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In time it will be reduced by the elimination of the 
capital employed at least advantage; so that finally 
the capital permanently employed in the touted eiqploy- 
raeiU will be le.^ the price of the article will again 
rise alighlly, and afler time for accommodation a new 
nrjnnal will be i"nnlili‘,her!, and the is shifted to thn 
coiusiiincr. It i- iiniiossibli' M (la'o the incidence in 
its carious :,l:e;cs of adjuslintlit in smcI] crises; the im¬ 
mediate incidence will la; inainli' ii[ion the producer or 
dealer in tlie taxed article, the iiL'iiii.ite iniidence will lie 
upon the consumer. 

The efiect of a new tav may be disastrous to 
spcciali.sed capital, which has no mobility. Tlie tend¬ 
ency of the new tax is to raise price.s, and tlms to cut 
down demand; lint in indiistiies with large fixed and 
durable capital this result will render some capital 
unrcmuncrative; it m.iy be a less evil than closing 
part of the worlc.s (and thus wastit^ part of the plant) 
for producers to submit to bear the tax until some part 
of capital is witiidrawn from their industr)'; thus .supply 
and demand in the trade are adjusted at a new level by 
the wearing out of part of the fixed capital; for this will 
not be replaced, and gradually profits in the industry 
will ‘oe restored by the flow of capital preferentially 
to industries which are paying better profits. The net 
result is a serious temporary loss to that industry, and 
to the industries engaged in the .supply of its machinery. 

This examination of drflerent cases of shifting points 
to the following tm(/endes : 

(l) In the ca.se of an absolute necessairy where 
demand is ineliostic the new tax will be 
added to the cprice, and the consumer wtD 
pay it; while there will be minor .tndir^ 
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cficcts arising out of his diminished buying 
power in general, ' 

Ifi) In llv: ease of ordinary comforts where demand 
1.S very elastii, a sin,ill rise in priie has large 
eifecl-s, and iiiii) siiiousli' luI down demand. 
A new lax will, in tliis ease, be jirobably 
shared priinarili' liy prodiieer, dealer, and 
eoiisurm.r; uliiniately, Hlnn .sojiply and 
deinand line I'.voine .adjusted to the new 
level, the tax will be |iaid mainly by the 
coiisuinei. In cases where there are 
alleinalives, or when subsidiary or com 
plenieiitary artiLles are involved, a tax on 
one cominodil)- by a rise in its price may 
ineiease the deinano foi the otliers, and this 
may send up their price in some degiee. 

(3) In the case of a luxury or monopoly in which 

an article is already fetching the highest 
utility price, a new tax, il added to price, 
will induce deinand ; therefore, the producer 
or controller of the monopoly will most 
probably pay the tax. 

(4) When production takes place at different costs, 

the tendency of the tax is to squiozc oift the 
producer on the margin of“iiO profit"; while 
tlic superior producers can satisfy the whole 
demand if they choose to jiay the tax. This 
may lead tolargei production by tlie mluccd 
number of makers, and the law of increasing 
'• returns may in time recover to tliom the loss 
occasioned by tlie tax. 

(5) If a tax on an artislc is small relatively bi 

the cost, the law of inertia may prevenf its 
iij if 
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rcmorat to Ihc' consumer; the possible loss 
of trade involved in the sliifting maji be a 
iiKuiivcniciK'c than th!|t arising from 
a sh\;lit reduction of pniGt; small talipes 
ti’iiil to stick when' ill") fall, 

(G) If the artiile t.i'.od is diir.iblc, and will 
con.-ioijiu'ill)’ iiiaki- many successive jiay- 
ineiits (tlio case of nin. liiriLiy), and if the 
ta\' be aiipreciable, the tendency will be 
ti' cunti ut demand, and tliercby to alfect 
injuiioiisly the industries coinerncd in its 
jiioiiuetioii. Any tax which fills upon fixed 
cajiital, or where tfere i-. lilllu mobility, is 
shifted with diHiciilty and very slowly; it 
tends to remain until the iiidustiy is narrowed 
down by gradual wearin;.; out of plant, when 
it is [laid b)’ the consumer. 

(7)'laves' should not be .subject to frequent 
ehan;;e; after time for adjustment to a 
ta.x till', picssure is accommodated, and 
such taxes tend to become 710 taxes by 
mere .adaptation to circumstances in most 
cases; but this is not universally true, 
an unjust burden docs not become just 
by <j5a{)e; in some instances it becomes 
accentuated. 

The incidence of a tax on wages of labourers depends 
upon its effect on the standard of comfort which the 
labourers have adopted. This standard varies greatly 
both with locality and individuals, and as ciroumstances 
change over a period of time it can never be said to be 
. absolutely fixed. In thc„case of the wages of labouiera 
actually on the “margin of subsistence" the tax would 
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be shifted, since by the hypothesis the wage could not 
be reduced. It was held by Adam Smith that in such 
cases, a tax,would operate to reduce the number of 
labourers, and thus the ta.x would ultimately be moved 
either to the emplnyi.r's profits or to the eonsuracr in 
higher pricc.s. h'rmn tlin nature r.f the ease the operation 
of the shifting of the i<i\ wnuld lx; slow. 

If by a tax on w.igi s l.djouivrs' standard of living 
lx; lowered so that tlwir t hii icncy i.s .ilso reduced, this 
will react on the value in ilieir woilr; hence ultimately 
the ta.v must lull, .it all events in part, upon employers 
or upon the rest of the comiminity. In the case of the 
wages of skilled lab"ur with a high st.and.'iHl the tax 
will he moved with gn ater diHlailty, until at the stage 
when the !al)oiirer\s .s-lrill gains monopoly-value the tax 
falls altngctlier on the l.ibourer. In the wa;;cs of pro- 
fassinnal and highly skilled labour there is an clement 
of quasi-rent upon which the tax may fall; the more 
the employment jiartal. s of the nature of a monopoly 
(whether of privilege oi iidowmcnt), the more does the 
rent factor enter in. Competition in these cases is for 
employment and position ratlier than directly for wages; 
this is seen forcibly in the ca.se of barristers, medical 
men, artists, clcrgynicn, and the Civil Service; it dpplies 
similarly to the more highly skilled trades. In such 
cases the tax cannot be shifted directly, but it will 
tend to limit the numbers in those occupations. In 
employments where rent enters less into wages, and 
competition, acting through supply and demand, is the 
agent which determines the standa-d wage, it is more 
possible for a part of the tax to be thrown upon the 
community in higher prices. The principle involved 
is the same as in the ca.se of commodities, but owing 



INCIDENCE OF TAXATION [chap. 

to tlic greater friction in the play of economic forces 
in the case of labour—from want of mobility, expense 
of changing employment or locality, and .the diSipully • 
of waiting—sup[ily and demand cannot be adjusted as 
readily as in tlie case of commodities; consequently 
the sbiftiiig of a lax is slower and more uncertain. 

A tax on general profit.s is a lax on capital, and 
cannot be directly shilled; but since profits vary 
greatly, it would cau.se dislurl).uice among proiluccrs, 
and might squccrc out tlic smaller employers; also 
by discouraging .saving and inve.stinent of capital and 
causing its migration in search of better returns, it might 
lead to a rise in [irices and a diminution of employ¬ 
ment, and thus shift part rif the lax to con.sumers, 
and p.art to labourers in lower wages. 

But saving is now influenced by othrj motives besides 
the rate of intere.st, and the history of the last half 
century shows that it has increased simultaneously 
with a fall in the rate of interest; it is improbable, 
therefore, that employment or general prices would 
be materially aflcctcd. A tax on capital is, however, 
economically harmful, and also unfair, as being a penalty 
upon thrift; it is not very probable that such a tax, if 
generiil, would be shifted, A tax upon the profits of 
special industrice would, however, be .shifted by causing 
Capital to move by preference to other industries not 
similarly burdened, pricc-s would then rise in the taxed 
industry until it became equally remunerative and 
attractive to capital. 

Taxes on a surplus cannot be shifted, thus a tax on 
econondc rent of any kind—agricultural rent, ground 
rent, the quasi-rent elemrijf in profits or wages—would 
remain; the only forces which can move it operate 
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indirectly discouraging in some cases the creation 
of the surplus. In the case of the rent of agricultural 
lan(^ the degtrine is that competitive rent is fixed by 
the margin of cultivation; on the margin the whole 
produce measures the cost of production and is 
absorbed in price; and in this case there is no rent to 
be taxed. But superior iand pays rent, and a tax on 
this cannot be siiiftcd; the tux cannot touch price, 
for rent does not enter into price; a tax on rent 
thus remains with the rent - reeeiver. The same 
reasoning applies to urban ground-rents. A tax on 
differential ground-lents, {.e., those wliich have mono¬ 
poly value, cannot he shifted since it fails on a surplus; 
a tax on the lowe.st ground-rents might be shifted to 
the tenant since there is no building-land which does 
not pay a minimum rent. As has been already stated, 
owing to the imperfect working of coniixrtition the.se 
principles, true in the abstract, are tendencies much 
modified by circumstances in individual cases. 

Rent of land is nut in all cases purely a surplus, a 
part is due to the investment of capital in improving 
the land, or in making it accessible; rent in such cases 
includes interest on capital, but it is not easily separable 
from the “unearned" rent, and a special tax*upon ' 
rent would fall upon both alike. If> a tax on rent 
were to check investment of capital in land-imptotft- 
ments, it would cause the tax to be shifted in part to 
the consumer by a rise in price; to obtain the requisite 
supply of food recourse to poorer soil may be necessary; 
with a fell in the margin of production the law of. 
diminishing returns comes into operation; this means a 
higher cost of productioa l^us a tax on rents derived 
. fim^pfpvements ia land acts as a tax on capital sunk 
117 H» • 
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In land, and tends to limit such investments, and to 
raisd prices, and falls to that extent upon consumers. 

The same reasoning; applies to that portion of pioiits 
which resembles rent; it arises from superior skill in 
management, which is a \c'ry variable faculty. A 
tax on special profits which louclics only the superior 
employer’s special gains will not be shiftc(b^u^|f it 
reaches the lower ranks of employers wherM^H|ud 
of profit is practically nil, it may drive outiBnvreak 
employer altogether. A tax on profits, therefore, 
prc.sses in different degrees upon employers, and i^ 
incidence in many c.iscs would be transferred in part’ 

A general proiieity-tax on hoiiscs is at its. first 
imposition a tax on a special form of capital, and will 
affect the supply of houses. If it be added by 
the owner to the ordinary house-rent or be collected 
from the occupant, it will tend to check demand, 
and this wilt re.ict in discouraging building. If 
hou.se - supply be inadequate the rent may be 
temporarily increased by the tax until supply and 
demand have equated. The tendency of a tax on 
any special form of capital such as house-property 
is to discourage that kind of investment; ultimately, 

■ when 'profits have recoverc-d tlie normal, the tax srill 
fail upon the cOhsumer just as in the case of tea and 
tob^co; thus in the long-run, since houses are articles 
of universal consumption, a tax such as the Inhabited 
House Duty falls mainly upon the occupier. 

A taxon iiihnitd profertv (estate or succession) U 
a tax on that sirocial capital at transfer; it .cannot' 

• be shifted, and falls on the new proprietor. There 
are) however, indirect effests upon capital if saving be 
thereby diminished. 
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A tax on personal property which Is not productive 
capital Unnot be shifted. Such property being used for 
the ^enjoympnt of the owner (like pictures, jewellery, 
carriages for pleasure, etc.) is not sold, transferred, or 
employed as capital under comiictltion, hence the 
tax remains with the consumer. It is a kind of 
sumptuary tax, levied inastly as a direct tax; such are 
. the duties on guns, dogs, armorial bcaringa In the 
commodities thus taxed (like carriages), there 
^".indirect effect in the tendency to reduce the 
demand; and the tax when first imposed may injure 
the industries concerned, though ultimately, after time 
for adjustment, it is paid by the consumer. Such taxes 
fail only upon a limited cla.ss, to whom the motive for 
the enjoyment of the special luxury or distinction 
probably appeals more than the cost of the tax; hence 
the elasticity of demand is very .slight. Carriages used 
for business purpose-s, as in the ease of medical men, 
form part of their capital equipment; the whole cost, 
including the tax, tends to affect the remuneration of 
their services, and therefore indirectly to fall upon 
their clients in tlte long run. 

^"'Spedal taxes on property such as the land-tax, when 
first imposed, fall upon the owner. A purchaser«f such 
property will pay less for the land in consequendh of 
the tax upon it; the seller, therefore, loses the capijal- 
value of the tax in the sale; subsequent holders do 
not in effect pay the tax, since it was eliminated in their 
purchase-price of the iand. 

The Budget of igog introduce;^ several important 
changes both in principle and in the modes of taxation 
ofland: 

I)uti68 on Land Values.—Of four kinds, based on ,the‘, 
. ,valne of land sites to be determined b; awaluaficai, 
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u on 30th April 1909, and to be applied to fiituie 

unearned increment of land other than agricultural. 

• 

I. Ctntrail Inatmmt Value Pay 4 ble whenever 
the owner realises the lucicmcnt by sale, or by a 
new IcabC fur more th.iii fomlccn years, or at the 
dcidi of the owner. Sinre Colourations do not die, 
they :ue to p.iy c\crjr tiftern years as well as on 
sale or re-lcuint- The duty to be £i in every 
of increment value, and to be paid by stamp. 
ENcmptions: (rr) agiK'uluiial land possessing only 
a^iKuliural land value; {l>) sniall agricultural hold* 
iiV;a of not more* than 50 ncies '^’occupied and 
ciilliv.ited by the owner, the value of which do not 
exceed ^75 per acre; (i) sites uf small residences' 
occupied by the owncis, or by holdcis of a fifty 
ycais’ lea’ c, when ibc aunurd value docs not exceed 
;^40 in London, ,1^26 in othet towns of 50,000 
inhabitants, £\(3 m other cases. 

3 . Reversion Payable by ibe lessor on the deter' 

mmalion of a lease at the latcof;^! in every of 
the benefit gamed by the lessor. Agricultural land 
to he exempt, also leases of which the term was less, 
than lwenty>one years, and reversions which deter- 
mine in less than forty years from purchase, if purchase 
was made ]>eforc3oih April 1909. ^iningleasesalso. 
to be exempt, and allowances to be made on leases 
renewed Lefoic the ex])iiation of the oiiglnal lease.' 

3. Undeveloped Land Duty^ levied on the site value of 
non-agricultural land worth more than ^50 per acre,' 
not built upon or used for any industry o^er than 
agriculture. The duty to be payable by the 
or by a lessee for a term of flAy years at the rath dt 
annual^ on every of site value, whiclt;ji 
by a quinquennial valuation of the market'Vam of, 
tlic land as divested of any buildings* Sxeihptio&i^ 
are made of recreacion grounds, parks, open ipaceii;: 
etc., for public purposes, and snail 
xxoa 
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thui £loo site value occupied and cultivated by the 
ovnen.^ 

4. Minral AV]^/r levied on the rental of rights to 
wQik minerals or mineral wnyleaves (excluding clay, 
sand, chalk, limestone and gravel) at the rate of 
5 pot cent, on the runtiil value, and to be ]>ai(l annually 
to thet'iown as a debt. ICxcniplion: land held by 
local 01 Taiu];{ niitiKirities, ormruptccl and used for 
tlic put poses of a (hanly, and also l<aud occupied by 
railw.'js, canals, docks, water, .and oilier statutory 
companies so long as it is applied to those purposes. 


IThe Fionnce Accounts, loifi-ir, slate for tlit; yi-ai the 

Vnimhpid Land Duty gavi;— 

Gross ici’fipis , , , I'j a 

R«p.\yiii''iits . , . af'c; 6u 

This imlicntea a loss of 73. 9d,, intli']inu 1 '-nt of the cost of 

collection, etc, 

Tbc lesulls SCCU1 sc,u< tb tu jnsitiy ilic i..\i 3 lcme of ibis laa 



CHAPTER VII 

rUlil.IC CKKDIT—KATIUNAI, DHBTS (1914) 

Public debts are phenomena of modern growth, yet so 
general and so large are tlicy in advanced communities 
that they have come to I)e regarded as almost a mark 
of progressive civilisation. The old established countries 
of Europe, the younger republics of the New World, 
the British Colonies, and India, have all alike incurred 
these liabilities. The public loaning system is an ou^ 
come of the economic developments and monetary 
methods of the last two centuries; the large use of 
credit, the system of banking, the utilisation of small 
capitals by joint*stock combination in carrying out 
industry and commerce on a gigantic scale, and the 
many facilities for employing savings to advantage by 
their' aggregation, all have combined to create t' 
machinery for' borrowing and lending which has* 
become of vital import to the economic condition of 
a country. A highly organised ^stem of banking, 
the money market, and stock exchange ate parillld 
developments, which have rendered all classes iamSiv 
with loaning an(> investment; the appUeutioa of. 
their machinery and methods to public, expenditure 
was inevitable. Great ('nations and small states^ 
colonies, municipalities, and corporadons have.becoiqiit 

ISO 
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borrowers, and public expenditure Is now greatly 
dependent in cases of exceptional outlay upon public 
loan-v • 

, Public debts, like taxes, may be giriiipcd as imperial 
and local Ixiaiis are issued by both status and local 
authorities, and a hir);e percentage of the stocks quoted 
on the Stock Exchange are those of states and corpora¬ 
tions. Tile National Dcl.'ts of the world in 1914 are 
estimated at more than ;{,'7,.Soo,ooo,coo; of these, the 
debt of Erance amounted to 1,015,000,000; that of 
..Great Britain in March 1914 was £^>40,!/7O,i<)o; the 
'idcbt of the United States is ;f2i2,t.i.XvOO; of Germany 
;^250,000,000; of Ku.ssia more than ;£945,000,000. 
Australia has borrowed 273,000,000; New Zealand 
;^8 o,300,ooo; Canada ;£'6t’,cioo,uoo; India 300,000,00a 

Local Dehts in Great Britain also arc rapidly in¬ 
creasing. The Metropolis (County Council and various 
Local authorities) in 1914 had borrowed .^132,607,301, 
and the total outstanding loans of the L''cal authorities 
in England and Wales amounted to /'562,630,041 at 
the close of the year 1914. 

Formerly states accumulated treasure as a provision 
for contingencies. In medi.eval times hoarding Vas a 
common practice, and some modem -nations (Russia 
and Germany) still maintain the same method 6f 
storing up bullion and ruin for war purposes. Prior 
' to the growth of the credit s}'.stcm these hoards were 
the only reserves immediately available in war, to 
prmdde subsistence and staying power, and to carry on 
ofiensive and defensive operations. The early English' 
Ung^ obtained private loans drom the Jews, Lombidd^ 
and pifher foreign bankers, or extorted from their subjects 
lai 
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forced loans to meet emergencies. Henry VII. hoarded 
wealth which liis son scattered; the Stuart sovereigns 
borrowed from the goldsmiUis and banlcerf; but ttie re¬ 
pudiation of his debts by Charles II, destroyed the royal 
credit, and practically put an end to the borrowings of 
British Icings. Followin;' the example of Holland, a 
system of pledging the credit of the State, in tire form of 
a National Debt, began .^ooii after the F.rgli.sh Revolutioa 

The hoarding .system ha,s obvious limitations and 
drawback.-.; rc.scives in time of peace are idle, unpro¬ 
ductive, and costly, and they soon become exhausted 
when the occasion for tlieir use amves. They withdraw 
from service a commodity which co.sts much to obtain; 
they also adecl prices by raising the value of money, 
and they form a temptation to the enemy to seise 
a weapon whicli can be utilised against the original 
owner, Economic science has sliuwn that money is 
»cst left “ to fructify ” by use in the hands of its owners; 
if required, it can then be drawn upon in the form of 
taxes or loans; and meanwhile, wealth is better engaged 
in carrying on productive industry, which will add to its 
power of contributing loans for public wants in times 
of need, than by being stored away in guarded cellars, 
The ibal reserve of a nation lies in its power to subscribe 
to 'taxes and Iiuns, that is, it consists of the revenue 
ahd wealth of the people, and this is better accumulated 
as active capital by individuals than as a hoard by. a 
government ^ 

In an age of expanding industry many circumstanw 
, have favoured the>growth of the loaning, syst)^ 
the creation of National Debts. Such debts 
mdtgage upon tlie weallAi and industry of a natimif 

secured upon its taxes and future levqitiie., Is 
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cases special taxes are set apart (ear-marked) to meet 
the interest on loans; in others the interest bcc'omes 
a charge upon the general revenue of the country. 

< National debts arc largely the product of wars, and 
they have been increased by every great war. The 
historj' of the Hritish debt illu.strates this fact. It 
commenced after the Revolution of i(i,'!8 with a floating 
debt of .£l,f<io,oao The nccti for funds to carry on the 
war with Krance led, in iiV)4. to the foundation of the 
Bank of England, with a capital of /it,200,000, which 
was lent to the Government at 8 [ler cent. The 
neglected debt of Charle.s II. was taken over a few 
years later at £(164,264. (half the oiiginal suml as a . 
State liability. The war continiieil to ni.akc fresh 
dem.and.s, and the debt accumuhated, until, at the Peace 
ol Ry.swick in 1697, amounted to 1,500,000 
In 1702, at the death of Willi.im 

III., it had been reduced to 16,4001,000 
In 1713, after the war of the 
Spanish succession (Treaty of 
Utrecht), it amounted to . . 53,680,000 
In 1763, at the end of the “ Seven 

Years W.ar,” it was .... 138,865,000 
In 1783, after the War of American 

Independence, the debt was ‘238,000,000 
In 1802, at the Treaty of Amiens 
on the suspension of the war 
with France, it was .... 537,650,000 
In 1815, after Waterloo (Treaty of 
fan’s), the funded and floating 

debt amounted to.876,000,000 

In 1854, before the Crimean War, 
it had fallen to 

laj 
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In 1857, after the Crimean War, 

' and Indian Mutiny, it had 

risen to.X;83S,9l8,00(' 

In iSpg it had become reduced to 027,562,000 , 
In 1303, after the South African 

War, it liad a;.;ain increased to 770,778,702 
On 31st Marcli 1005 the delit, in- 
ciudin^' Inimlcd .indtuirinided 
delit and capitai liahility for 
Terinin.alilcAnnnitics,stood at 755,072,109 
On 31st March 191^ the total 

delit was.649,770,000 

Tile rivmh debt lias (>ro\vn up witliin a century to 
1,235,370,960, of wliich thiec fonillus has been caused 
by war talwut ,^,',fv.i,(xio,riCX) rcprescut.s State iiitcre.sts 
in Frcncli railivaj tlie Fianco-Geiinan War alone in¬ 
creased it.- amount 1))’ ,,^,'34'.! o; it i.s the largest 
national debt in cxistciKc, ami costs ;£’38,330,000 per 
annum in intcre.st. On the other hand, the delrta of India, 
Au.stralia, ami Canada have been incurred mainly for pro¬ 
ductive piirposi.ss, and they arc remunerative in so far as 
the loans have been well cxiK'iidcd, The German debt is 
mainly productive, and is 1 epresented by a large material 
as.setbi railways and other piildic property; tile debts of 
corporations aic* mi istly created foi the purpo.se of public 
works and enterpi i.scs, .some of whicli j ield a revenue. 

Loans may be cither forced or voluntary. Forced 
loans arc in effect compulsory taxes exacted from a 
limited clas.s, and tire therefore nnjtnst The methods 
of some early English kings aiTord examploe of loans 
made under pressure, and the system may be said to 
have continued down te the time of the Stuarts. 
Franc^e in 1793 also adopted financial measures which 
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are properly described as forced loans. Sometimes 
appi^als for advances liavc been made to paltiotisin, 
as ig 1S48 by Trance and in 1870 by Gcrm.iny; but 
fjuch measuii's are not very .eae es.sful, and fail b> 
call Imlh a hearty re'.p.'n-se Tlie modem kind of 
“forced loai,." nioi.t fierpir nllj aduylcd in a national 
emergency, takes tlie f'lm of an e e^' of iiaiin\r;rlible 
paiXT cnriency, and in.iny '.ijO v inehidiiip Great 
I’ril.iin ((/(.ly-ilv’Oi Tran i- at the Ucvsrlation, and 
the United Slates dianij; the Civd W'ai. Ii.'ive evlendcd 
tlieir credit by this nie.ins uiahi pussure ot tlie 
evioencies ol war. The re.selt is tli.it the y.ovenimint 
secures a lo.m without inltrest to the .ini.iunt of the 
paper issued, but the ti.nion suffers an ceouoniic loss 
lliroujjh the rise in prices wliich usually follows as an 
elTect of the addilion to cuirenry; a general disturb¬ 
ance in pikes and forei;pi trade eii-ias, and yold is 
driven out ko eipiate indebtedness. ]!ut iiicuntcrtiblc 
pajrer seldom stops heic, it is aluio.sl certain to be 
over-kssued; then its value immediately falls, and 
depreciation continues with every addition. This is 
a great national misfortune: the whole credit fabric 
is shaken, trade becomes speculative, a commercial 
crisis may ensue, and in any case financial and trade 
depression follow; all cla!i.scs of crcditois suffer loss, 
the State receives its taxes in the depreciated pa[)er, 
and when tlie period of redemption comes the Govern¬ 
ment must withdraw its paiicr at the face value, or inflict 
a severe blow upon its credit and future borrowing 
powers. <The system is cconumicaliy di.sastruus; for 
the purpose of obtaining a temporary advantage 
great dangers, financial, industrial, and social, are 
incuned. Nevertheless most great powers in acute 
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national emergencies have had recourse to paper 
issuer. 

Voluntary loans arc nf several kinds. ■ 

(l) A pcipetUiil or peiinaiieiil debt i.s a public loav 
on which the government uiiderlake.s to p,i.v an annua! 
interest, liul does not promise to rep.iy the principal 
at any isirticular date: it becomes in eilect a iierin.ineiit 
annuity of wiiich llic holder tan disiv^e llirough llie 
agency of the Stock Kxthange at its market value, 
The State may redeem the debt at par (unless it has 
undertaken not to do so bchire a siiecified date), or it 
can extinguish debt when funds are availaldc by purchas¬ 
ing in Oie o|)en market. This is the most convenient 
form of public debt, and that in which the larger loans in 
Great Ihitain arc now contracted. It is called Fumied 
Debt as constituting a periiiancnt charge upon the 
con.solidaled fund or jiermanejd revenue of the country; 
the English debt is also called “consols” from the fact 
that a number of loans issued at dilTerent rates were 
unified or consolidated into 3 per cent, stock in the 
year 1752, and further consolidations have taken place 
by conversion at subsequent periods. 

The amount of British fimded debt in I914 was 
;^5S6,'707,,S72. Tbe great merit of a funded debt is 
that the country knows its liabilities, ,and can take 
silitable measures to pay its intcre.st regularly; it can 
make definite arrangements to reduce the amount of 
the debt. 

Unfunded nr Floating Debt consists of loans for 
temporary purposes, npayablc at fixed dates f they are 
primarily a convenience to meet the needs of exchequer 
payments while taxes are coming in; such demands 
ia6 
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arise for services ami and for loans made by the 

Stale, to local bcKlivs, and their payment may in 
, somCj cases antirij)atc llin periods ^^hl•n revenue is 
f^llin^ due. Teiiipfuiry drill is fjinrrnlly raised in 
the fojin of InMMiry Jlills, usually oi short date, 
three, six, or luilvi. nionllr., or e\on lonj»er (jeriods 
at .Some low rale el iiit rr-t; ;^i ^.CKDO.ociO of such 
Trrasiiiy Hills were in cioMihilion on 3fsl March 
1014. 'Ihi'-o bilN ajp nmcli in demand, Ixinjj con¬ 
venient for (.ipllaiists whose momy 1; thus at call; 
they arc ne ;oli/ilil‘i, aie ji.uahle to Umkt, })ass by 
di.lj\erv, and may be pml as la\is. It is an 
actepud piineijile that unfunded or floalin^y debt 
should be kept as small as j)o-mI)1i*, and that if 
circuni^lanccs occur which render the di‘bl other 
than tcinj)oiary. some part should bo leplaccd by 
fundin^^ Exij^cneies ari^r in whiili the floatinjj debt 
becomes exceptionally large and the time jiciiod is 
extended; such occasions wvre the I'raiico-German 
War and the .special conversion of Hnlidi consols 
(i88p). Securities for sjjccial service called Exchequer 
Bonds are then created at a fixed rate of inlcrc.st 
and repayable at a definite ])eriod; 500,000 such 
Uond.s exisP'd on 31st March 1914 pa\.iMe in''April. 
This form of security was introduced ly Mr Gladstone 
in 1853. 

Terminnhlc ammilks arc a kind of .stnkinfr fund for 
:onvcrting permanent debt into temporary debt by 
capitali.sinfj part of the j)eriiiiinent debt and paying 
nff both capital and intere.st aiilniqatically in a fixed 
period. , The ca])ital value' of Hiitish teiminablc 
annuities in 1914 wa.s estimated at ^29,552,1^19. 
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A large part of these annuities consist of Post 
Office s.ivings banks and Chancery funds which have 
been invested in ennsnis liy tlie National Debt, com- . 
missioners, and thus poitions of these stocks haye 
been commuted by being converted into terminable 
annuities which exiiire in iieiinds of about twenty 
years, The sums paid annually to tlie account of 
the Savings H.ink and the c'-tates in Chancery are 
equal to the interest on the stock, plus an amount 
computed to produce by reinvestment a sum equal 
to the origin,al pi-rnninent slock during the period the 
annuity has to run. 

To the nation the effect is that during the interval 
tax.ition is incrca.sed by the additional payment, and 
at the end of the period a capital portion of national 
debt is wi[)cd out. The principle of Terminable 
Annuities was definitely adopted by Mr Gladstone in 
l86S; it w.as renewed in 1884, and has become a 
recognised means for reduction of debt. 

Public loans may be internal, «.f., they may be sub¬ 
scribed entirely by the people of tlie country; or they 
maj’ be external, i.e., raised wholly in a foreign country; 
or they may be held partly by home and partly by 
forci|tn subscribers. The llritish debt is mostly internal. 
Loans m.ay operate (1) to absorb savings unemployed 
ih industry, and thus utilise for government purposes 
wealth that might have sought some speculative invest¬ 
ment at home or abroad j in such a case they do not 
reduce the active capital of the country; or (2) loans 
may divert wealth ..‘rom private productive employment 
to government expenditure, in which case unless the 
State expenditure is for.productive purposes there is 
a diminution of industrial cajiital 
' ir» 
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But in cases where loaning would be a drain 
upon home resources, loans are generally txtemal\ 

, Bporer countries and young colonies borrow from 
richer countries and take some of their surplus savings. 
If these arc applied in tlic burrowing country to 
enterprises which develop its ritsnurces, the loans 
increase the capita! of tlie world; the interest paid 
for its use may be much less than its yield, and its 
economic employment thus simultaneously aids in the 
development of the borrowing country while enriching 
the lending country, and it also creates an extension of 
international trading beneficial to both. The industrial 
development of India and Australia has been greatly 
promoted by British capital, and their economic progress 
afibrds proof of the beneficial rcsultsVf external loans to 
both lending and borrowing countries. 

The debts of the British Colonies have been mainly 
incurred for productive purposes; roads, railways, 
harbours, irrigation, and many other useful public works 
have been created by tlieir aid; the progress of these 
countries has thus been ba.stcned, and an advanced 
stage of civilisation more rapidly attained. Facilities 
for borrowing with indefinite postponement of repay¬ 
ment have, however, this danger, that they tcarpt to 
extravagant schemes, reckless outlay and speculative 
expenditure upon projects which may turn out to be 
premature or wholly unproductive. By this kind 
of hurried development some young colonies have 
burdened themselves with heavy taxation, anri various 
young republics have been brought to national bank¬ 
ruptcy and repudiation of debt, which have destroyed 
their cretjj^ and placed a. severe check upon their 
prosperity. 


lit 
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No ^ncral principles can be laid down as to the 
expediency of national loaniiif;. It must be deteraiined 
by the circumslaiifcs. Tlie method of loaning aiifl the 
provision for repayment always constitute an essential 
part of the problem. 

It has been urged as an argument against loaning 
that, in the absence oi a system of public borrowing, 
the exiieiise of war i.s limited by tlie capacity for 
taxation; that war is tlicn enteicd upon less readily 
and is less likely to be piotracted; while, on tlie 
other hand, the simjile device of borrowing with the 
possibility of placing a large p.rrt of the burden upon 
posterity tends to rause war to be more lightly 
undertaken and to be prolonged unduly; moreover, 
it is held to be unjust that any generation should 
inflict upon those that follow the burden of its unpro¬ 
ductive expenditure. Since it inaj' be a.ssumed that 
posterity will have its own diffirulties and burdens, 
it is neither generous nor patriotic to pass on to it a 
legacy of debt created by the imprudence or ambition 
of the present generation. Inherited incumbrances do 
not make fur the stability of either families or nations. 

So conclusive is tliis argument that only great 
threats to national existence, struggles for national 
independence, a,nd unavoidable wars w'ould seem to 
justify a nation in casting permanent burdens of debt 
upon succeeding generations. If, however, a national 
crisis occurs, or some great principle is at stake which 
will aflcct the future of the country indefinitely, it may 
be right tliat po.ste5!ty should share the cost ;• it cannot 
share the misery of the conflict Further, a nation 
under the strain of a great struggle may reach the limit 
beyond which further taxation would be unendurable, 
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or perhaps fatal to its economic stability; debt is then 
the @nly alternalivc. liut it is a wise policy that 
gcnuration should pay its own way in all matters of ex¬ 
penditure wliicli cannot be shown to be cases analogous 
to permanent investimnt of c.ipital. Adam Smith and 
David Hume ex[)ressed, in their day, great alarm at 
thegnnvth o( the debt, which, thev thought, portended 
national banbniptey in both me,iiis. Itbi, ,iiil,iy, at a hater 
period, regiiiding with satishiclioii the r.ipiilly glowing 
wealth of the community and the geiiei,al improvement in 
tile standard of livin ;, ralln r ridiculed these predictions, 
m.iiiitaining lh.it national resources had increased bister 
than indelitecliicss, and that tile )V.c/ bmdrn of the 
debt was cliininishing. This comjiarison, ignorantly 
inisinnh 1 stood, led to the adojilion of the ab.suul view 
that the lliilish debt was ai tindly a cause of national 
|irogrc.ss; it was mai'ntainecl that the nation had only 
lent to itself, and h.id thereby cre.iti d a fund which was 
a source of wcallh. A debt inrnrreil in ooler to [irocure 
prochictivc eaiiital for a j-oung and vigorous country, 
well supiilied with labour and pioduclive land, but 
lacking the means for its development, may become 
a source of wealth from the same c aiise.s that enable 
all well-employed capital to inciease w' ,ilth; *liut in 
any other sense a debt can he nnlhing hut a burden to 
a country, just as a private debt is a liability to-'an 
individual. The Ilritish nation pays soni'- iCm, coo,000 
annually in taxation, as interest on debt incurred for 
expenditure on wars a century ago. The necessity for 
such tajlation can hardl}' be regarded as a national 
advantage, even if the interest is iiaid to Jlritish citiaens 
who expend their dividends at home. The inevitable 
conclusion is that measures should be adoptc^^for the 
131 is’ 
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reduction and ultimate extinction of the debt True, 
the burden becomes relatively lighter with the growing 
prosperity of tlic nation, and its severity is muchiless 
felt when spread over ^^floopco people with ths 
present national income than it was in 1815, when the 
population counted only some I5,oco,oco people with 
relatively much smaller rcsouices; the diminution in 
the relative burden of the debt is, however, an argu¬ 
ment in favour of making some sacrifice for its capital 
reduction. Considering the great increase in the wealth 
of Great Britain, the debt has been reduicd very slowly. 

It has been advanced as an argument against the 
reduction of the debt tlrat the stock forms a convenierrt 
and safe security for the investment of Trust fund.s, 
and for the reserves of bankers, insurance societies. 
Post Office savirrgs bank, etc. But it is no necessary 
function of a government to provide such security, nor 
is the service economically necessary. Numerous other 
investments suitable fur these purposes exist in India 
Stock, Corporation Stocks, Colonial Inscribed Stocks, 
and Debentures and Guaranteed Railway Stocks, etc.; 
and there is a currstant addition to this field fur 
investment with the growth of municipal undertakings, 
the development of the Colonies, and the increase of 
population. 

'Loans are issued (a) by a direct appeal for sub¬ 
scriptions, (i) or by negotiatiorr through a banker or 
group of capitalists; the latter is usual in the case of 
foreign loans. The rate at which they are offered 
depends on the credit of the government,' and its 
estimate of the money market, the current rate of 
interest, the circumstances at the time of issue, and 
the conditions of repayment. Loans may be offered 
13J 
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at a fixed price, or to the highest bidders with a 
minimum limit. They may be effected at par, beiow 
par, or above par. Sometimes a government finds 
^reat difficulty in borrowing at a moderate rate, and 
then, rather than pay a high rate, it elects to create a 
debt of a hlglier nominal capit.il than the sum it receives 
in order to keep down the denomination of the loan; 
the sy.stem throws a greater burden upon posterity, and 
prevents tire .adv.nrtagc wliich might be obtained by 
conversion of tire debt at a future time. As examples: 
for jCs.vt.Soo.ocro stock created by I’itt .it low rates of 
inteie.st the governineirt received oiil)' Mi,CXX),i.iao in 
cash; the 1504 Kussian loan raised in Trance was a r; per 
cent, lorn, is,.ned .it y5, rep.i\ able at jrar in five years, 
artd arcorrtp.iriied by a stipulation tint a large part of 
Uie loan shorrld be tal.en iir goods from bkance. Iir each 
of these cases the borrowing government undertook to 
pay back a much larger sum than it received, and this 
was done to keep down the immediate rate of interest. 
Had the loan in each case been effected at, or below 
par with a higher rate, the immediate burden on the 
borrowing country would have been greater, but when 
the crisis had passed and an interval had elapsed, 
during which the borrowing country regained pros¬ 
perity and credit, the stock would uise in price"; the 
government could then conveit the loan into one* of 
a lower denomination, that is, citlier it could reduce 
tlic rate of interest by effecting a cheaper loan with 
which to pay off the former loan, or, what is more 
usual, tbc holders of the loan wntdd accept the lower 
rate tlien offered as representing its improved value 
at the current rate of interest. This process ofeon- 
verdon has been frequently accomplished. It was 
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commenced in England as early as 1714; the largest 
amount so dealt with at any one time was the con¬ 
version by Mr Goschen, in iSSp, of ;f558,000,000 Bsitish 
3 per cent, stock tu aj pur cui]L fur 14 years, the rate 
to be then reduced to 2j per cent. This opciation took 
place in a time of peace and prospciity, when govern¬ 
ment credit was liigli, .and when the noruial rate of 
interest had been so low fu'- a loii,^ period that it 
seemed to have f.dlen permanently to a lower level. 

It is impossible to comiiare with any degree of 
exaclness the buidcn of debt in dilTerent countries; 
neither the amount of debt per head of population 
nor the rale of inteiest is any criterion. Debts 
may pay different rates of inteiest, but the seventy 
of the burden must also be relative to the density of 
the popul.ition and the degree of piospciity, to tlie 
standard of living and e.irnlng power, and the national 
resources of each country; further, it is very necessary 
to distinguish rcmimerative from non-reuiunciative debt 
The debt of Great Britain amounts to about,-^15 per 
head of popnlation (1914), that of iiidta tu about iSs 
per head, but the average income in Great Britain is 
many times gieater than the average income in India. 
On thtf other hand, a large part of Indian debt represents 
pioductive worki'. fiailw.ays and irrigation), while no 
pmt of the British national debt can properly be said 
to jield revenue. The debt of New Zealand, raised 
mainly in Great Britain, amounts to some ifyS per 
head of population, but a considerable part of it is 
productive. It is, Itowever, an extravagant defit for so 
small a colony, even though tlie natural productiveness 
of the country be great. 

Methods for Keduction of Debt .—Some countries have 
tW 
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«doptc(} violent methods for the diminution of their 
debt, and have attained their aim by repudiatioii, or 
by forcible reductirm of iiiturest. Usually this act is 
preceded by gross piililic extravagance, revolution, or 
desolating war. Tliere is no remedy against a defaulting 
or reimdiating state, unless by force or by appropriation 
of its territory. The repudiation, aj'ail from its moral 
aspect, is a case of national banl.-ruplcy both of means 
and character; it becomes a check to development 
and trade, and is a destruction of national credit for 
the future; and it is as impolitic as it is dishonest 

The princiiile of applj ing aiiy casual surplus revenue 
as a kind of sinking fund for the reduction of debt 
was I'ldopted very eiirly. It is, however, a .slow and 
very inadequate method, since in some years there 
may be a deficit, and unless the rcveiiiie be arranged 
to yield a siiq-lus annually-, no definite amount can be 
calculated upon for reduction. 

The British practice is to provide in the Budget for 
a fi.'rcd sum to be set apart annually for the payment 
of interest on the debt, and as a sinking fund for the 
redemption of part of the principal. Tins method has 
been systematically adopted since ih; 5 , when the sum 
so appropriated was rfeS.oo,',ocX). The oiiginal apjount 
has, very uiiwi'.ely, sufleied rcduetioie,'at the hands of 
subsequent Chancellors on the gioiiiid of the pressure 
of exceptional expenditure, and the fund for re[)ayment 
has been entirely suspended on several occasions. 

Pitt’s sinking fund of lyfifi, based on the calculations 
of a certain I.ir Price, was a financial delusion. Its 
principle was that the government should apply annually, 
through a board of commissioners, a sum of £l,oo6,ooo 
to the purchase of stuck which was to accumulate at 
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compound interest until it equalled and wipejl out a 
certain amount of debt; and it was decided that,'a.s a 
provision for repayment, all future debts were to he > 
aecomp.niieil with a simil.ir .sinkiii'i fund. It w.".s not 
until i.^ig th.’it the nb.'.irdity of this method of merely 
takino money out of cjiie p >cket in ordiT to transfer 
it to the other was Lh-aily undcistood. 'i‘he fallacy 
was fully expositl by D.n id Ivi'.'.iido, aiul this form of 
Sinkinj^ fund svas a! ttll^hed in 1829. 

At one time the doctrine wa.s prev.ilcut that particular 
taxes shoulfl be set ajiait h.r tlie lejiajuient of debt. 
Indeed Walpole, in 17iC, di.-iif’cd certain revenues 
with annuities for thi". purpose. .At a later period it 
was proposed to assign the Dcalli Duties to the 
rcdur.tiou of debt, and this idea was much favoiued by 
Mr Gl.idsti ne. It has also been stip-mstcd that the 
Land Tax .shoidd be redeemed, and that the capital 
sum so obtained should be devoted to reduction of 
debt; but neither proposal ha.s been adopted. 

It is olivious that a .systematic and purshstent method 
is necessary if any real leduclion is to be secured; 
debt is an evil to a nation as to an individual, and 
though the burden lieconics more tolerable as the 
nation' glows wealthier, debt is not an institution to 
be upheld. The n.ation should insist upon paying off 
a tJefinile amount annually, and in times of prospeiity 
it should make siirciaily large contributions to that 
end. Every war ba.s increased the debt; the South 
African War added aliout 160,000,000, and for the 
time put a check urpon the reduction of the debt while 
it has practically wiped out the reductions of the pre¬ 
vious thirty years. This set-back only renders systematic 
treatment in periods of peace the more urgent. 
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Some.ecunomists have argued that so long as any 
undesirable form of taxation remains, it is better for a 
country to remit the tax than to reduce its debt. On 
this it may be remarked that if taxation is oppressive 
it will be difficult without elTecting economies to raise 
further taxes for any pnrpo.se, and reform of taxation 
is in such a case essenlial. If the .sy.stem of taxation 
is unjust it should be brought into conformity with 
established principles and canons of taxation ; but this 
is a matter quite di.stinct from the ijuestion of the 
amount or object of the taxation. And in any case 
the exi.slcncc t>f a debt entails taxation for payment 
of the interest, and a reduction in its amount at any 
opportunity will be a method of reducing future 
taxation for interest on the debt. The system of 
Terminable Annuities, explained above, is one mode 
of extinguishing a portion of debt by a speeial effort 
extended over a period of years. The proposal of a 
general contribution to pay off the debt is scarcely 
worthy of consideration. It implies cither that the 
whole community shall contribute capital, which is 
impossible; or that the burden is to be borne entirely 
by tliose who possess property, which is not only unjust, 
but also impracticable, since the majority would need 
to incur private debts at higher rates nn order to pay 
off their share of fhe National Delit. 

The mctliud of convci sion already described is a most 
effective mode of reducing the capital amount of the 
debt, provided that the reduction of the rate of interest 
is not accompanied by an additicn to the nominal 
amount of debt by means of bonuses granted in order 
to make the lower rate acceptable. The credit of 
the State and the circumstances of the money market 
'37 
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ought to be such as to warrant the conversion to, a lower 
denomination. This enables the gain by reduced 
interest to be apiilicil to the reduction of principal under 
that system of sinking fund wiiich devotes annually 
a certain fixed anuiLint to the purposes of tlie debt 

Lml Iihiiis —The j;reat ixteusion of municipal 
government has c.'illcl into exe.teiiee a new kind of 
national debt, or r.ither a gmu]) oi piilihr debts, for 
local iwrpu'-es. These debts, which have increased 
rapidly .since the I.otal Loans Act of iky5, enabled local 
authorities to borrow in the. open market, amounted 
for the year irj[4 to mure tli.ui 0,10,045 in the 
United KiiuMlom, of this sum the metropolitan h.an.s 
account fur over 3a.o'.«.i,ocw. Tlie total amount raised 
for local purposes in the L'nitisd Kingdom in 1914 
was ,^11’';,.1^5,118, and of this sum nearly .fao,000,oext 
was obtained from lo,ins, Loral expenditure Iia.s 
received aid from Slate loans under special Acts of 
Parliament from lypJ ; re])ayiULiit was formerly allowed 
over Icnglliened periods, some extending even to a 
hundred years, but .since 1875 local loans have been 
issued under regulations administered by the Local 
Government Hoard, which rci]uhes a sinking fund to 
be prcfvidi il with each issue so as to redeem the debt 
in some moderate period, generally about thirty years. 
Ii», 18S7 the loans thus m.-ide by the Treasury for 
local purjmses were .separated from the National Debt 
and were created into a Local Loans Stock. The 
credit of Corpoiation Stocks stands high, and they are 
now inchided in tljti Trust Funds Act Tlie tales vary 
from 3 to per cent 

By far the gi eater part of local debt is urban, and 
is due to municipal activity. About one-half of the 
138 
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debt iiepre,scnt 3 remunerative outlay on water, pas, 
and' electric lighting works, harbouis, docks, quays, 
piers, tramways, etc., which yield a revenue, and in 
«oine cases, a prulit; any deficit has to be made up 
from rates. Another large section of the debt is due 
to expenditure, which, though nut rcruiue-yielding, 
is yet essential and directly beiiefieial to society; such 
is the expendifure upon schools, infirmaries, asylum.s, 
workhouses, ])iiblic offices, baths, libraries, and fire- 
stations. The remainder is occasioned by other woiks 
of public utility or for health, such as drainage, roads, 
paiks, bridges, open space.s, artisans’ dwellings, etc. 

The loaning system encourages public outlay upon 
improvements by the facility with which it enables 
capital to be obtained ; the system is open to abuse, and 
loans have giown with alarming rapidity. The danger 
is that it renders extravagance easy, and by placing 
the burden upon the future, it favours a tendency of 
public authorities to embark upon enterjiri.scs of a more 
or less speculative character. Some of these are industrial 
undertakings which it might be more expedient to 
leave to private capital and risk, but over which the 
public could retain some control. Heavy burdens have 
in consequence been imposed ujam some localities for 
repayment of capital and intere.st whii‘h tend to check 
their progress and place their industries at a dis¬ 
advantage when competing with less heavily taxed 
localities. 

The practice of loaning needs to be exercised with 
much diseretion; it is rca.sonable thjt expenditure upon 
desirable public work.s of a durable cliaractcr should 
be spread over a |x;riod which represents their fullest 
utility; on the other hand, that period should Iw 
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carefully limited, since fresh demands for expenditure 
constjantly arise, and each generation will experience 
new wants and will have to meet new claims jipon , 
its income. 

The incidence of interest anrl rep.iyinent, as of all 
rates, is mainly upon occui'icrs of house.s, etc., and in 
part on ground landlords; heavy taxation may drive 
away some of those rale-payers who can change their 
locality, and may leave the burden to those less able 
to move. The maxim “ fe-stina Icnte" ajiplies to 
corporations and to young culonie.s alike in their 
eagerness for development The power of Imrrowing, 
if exercised moderately and in order to provide the 
power of judicious expenditure, may become an instru¬ 
ment of rapid advancement; but if practi.scd in excess, 
or for purposes of outlay upon schemes of a speculative 
character, it m.ay entail a heavy drain upon the 
resources of the district, and thus exhau.st the wealth 
which would othenvise liave made fur its progress 
and development 
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SOME OTHER KEVEM'E SYSTEMS 

In an earlier chapter it was rcmarkiil that taxation 
is not merely an abstract piobleni; the system of 
any country must be relative to the historic evolution 
and existing cireumstanees of that country. Actuai 
taxation i.s determined to a large extent by local 
conditiun.s and possibilities, and these bring into strong 
relief many facts which are more or less ixrculiar to 
the individual case. Guiding principles do not vary; 
the classic canons of taxation arc not .superseded, 
but their application is controlled by special causes 
operating in each case. 

A brief account of the systems of taxation which 
obtain in two other important countries, India and 
Fran-te, will offer a comparison which will illustrate this 
statement. India is a country about half as large 
as Europe, extending over an area of 1,803,000 .sq. 
miles (including the native states), and peopled by 
315,000,000 inhabitants of many races and languages, 
of whom only some 250,000 are Europeans. It is 
imoortantito remember that twn-tlijtds of the popula¬ 
tion are dependent on agriculture, living at a scale of 
comfort very low indeed when compared with European 
standards, and mainly governed in their occupations 
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and mndes of life and thought by ancient custom, caste, 
and tradition, , 

Kor the year igi5-iC the luveimu and expenditiy^ of 
India were as follows 1 


(luiiss Nn 

Riwcnue 

Is.'ilieiiditurc 85,(iuj,o>jo 5/,i.| ),c''X) 

The difference between the gross and net figures is 
accounted for by the fact that tire government of India 
expt'iids a very large amount uj^m productive works 
(railways, irrigation, canals, etc.) for the development 
of the country, and that the total receipts and pay¬ 
ments on account of these appear under the gross 
revenue and expenditure. In Great Britain errterprises 
of this kind arc carried out by private capital; in India 
there is little rrativc capital or enterprise; conscciuently 
the duty of stimulating progress and advancing the 
economic conditions falls mainly upon the rulers of 
that country. Deducting, therefore, the receipts and 
charges arising out of these necessary and remunera¬ 
tive undertakings, and also those connected with the 
cultivation and manufacture of opium, we obtain the 
net revenue and expenditure which afford the best 
ii|dex to the financial position of India. 


KET UEVENUE, iprs-rS 

Land Reveniir’ . . ,/JJ i ,36o,tX)0 

Frrrests .... 2,0^5,000 

Opium.76ri,(ior) 

Catty for-waril - 


1-1 = 


.1^24,091,000 
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IJroiight forward . 

if 24,091,000 

Ttixis— 



Siilt . . . 

4 ' 1 . 3 r 3 .«» 


< Stamp!! 

s.irrA'o 


Kxciso 

in j 


Provincial Rates 



Customs . 

5,7 20,non 


Income Ton 

2,Ci9n/'Of) 


Registration 

5l8,ChX) 




25,618,000 

Commercial Undertakiiii;s — 


Posts, Telegraphs 

;! 038 000 


Railway Revenue 

4,0; 5,000 


Irrigation . 

1,05.8,000 




5,771,000 

Misccllancetis — 



Tribute from 



Native States. 

ii.|o.),oi:io 


Mint Exchange,etc 

.87,000 




491,000 

Total 

Net Revenue 

if 5 5.961,000 

NET EXPENDITURE, 11)15-16 

• 

Debt Services . 

• 

ifgd.oop 

Army, Marine and Military Woiks . 

22,261,060 

Collection of Revenue 

> 

6,698,000 

Civil Services . 

• . > a 

26,959,000 

Famine Rjlief . 

• 

1,000,000 

Provincial Balance . 


131,000 



if 57 ,143,000 


X43 
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It will be seen that land i.s the chief source of 
revenue, and it yields about 40 per cent, of the net 
revenue; taxation of various hinds gives ;^25,662,ociO, 
or 45 per cent., leaving ;^G,.’!5 j,cioo, or 13 per cei.it. 
from all other .souices; a huge portion of the revenue 
arises from government enterprises of a productive 
or commcicial ch.ir.icler. The government now owns 
nearly all the railways, and a very large revenue from 
this source is assured when the purchase of the main 
lints shall have been completed, which will take place 
in about forty years. 

ExJ-tudiUin falls mainly under two heads 1 Military, 
.^22,2Cl,ooo, and Civil, .£2^,95(1,000. The military 
charges are not high when the extent of the country 
and the enormous population are considered, while 
civil expenditure includes ciutlay ujion an unusually 
large number of government activities. 

The pio.gicss of India has been very great during 
the last fifty years, and the burden of taxation upon 
the Indian community is probably lighter than that 
under any other civilised government; the average 
taxation amounts to only 2s. Cd. per person, while the 
land revenue amounts to an additional is. 8d. per bead. 

The revenues from salt, opium, customs, tributes, 
railways, etc., pro devoted to iinperi.al taxation. The 
tevciiue from hand, stamps, excise, assessed taxes, etc., 
is shared between the imperial and the provincial 
governments. 

The Laud i.s the largest source of revenue in India, 
yielding a land-tax or roHt-charge of £,21,260,000. 
This sum is, however, not really taxation at all, but. 
represents the rent of the soil paid by the cultivators 
to the State, which has always been the recognised 
144 
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owner of the soil, and is the immerliatc landlord 
over the major pari of the coiintrj'. This revenue has 
increased in ^rnss amount, mainly through an increase 
‘ IB the territory under liiitish rule, and throrigh additions 
to the area under cultivation, either by reclamation of 
waste, or by the extension of irrigation in more or less 
desert tracts, at the cx[)ense of the r;nvcrnment. This 
incri'ase h.is been coincident with a genenil reduction 
in the asscssmcjits. The Stale lluis receives in rent 
10 per cent, of the gross produce of the soil. In 
addition to the rent there are local as.sessmcnts of the 
land for the maintenance of roads, schools, ho.spitals, 
etc Munici]i,al revenue is dcrivcil mainly from octroi 
and taxes on land, houses, veliiclcs, anil animals. 

Fi'rcilry, which is carried on in a verj' efficient 
manner by the Government in India, has .secured 
to the CDuntiy more than a^o.coo scpiare miles of 
valuable property. This .St.ile enteriirise .supplies a 
necessary eoinmodily of whicli the country was rapidly 
becoming denuded by reckless consuraijlion, while it 
em[)loys much l.ibour, ]'ore.sts yielded a net revenue 
of ;fa,o65,ooo in the year 1915-1(1. 

Opium is a government monopoly; it may be 
grown only in three provinces, and in the ^lative 
states of Central India. A duty anti a licence' are 
required for the sale of tne drug, and a licenae 
is also ree[uired for poppy cultivation. The produce 
of the British provinces is pureha-sed by gowrnment 
agents at fixed prices, the opium i.s inanufactnrcd in 
governmuiit factories, and .sold by iuction at Calcutta. 
The Malwa opium of Central India pays a pass duty 
on entering British territory. The net revenud in 
1915-16 was £'j(A}xa. Formerly the chief inaiket for 
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opium was China. By negotiation this trade was 
gradual]/ checked, and ceased entirely in Ipl5. , 

The Inmm-tax yielded in 1915-16 a net suvn of 
£2f.'^,QOO. The minimum income now paying the tax 
is Rs,iooo; under Ksaooo the rate is 2 per cent.; on 
Rs. 2000 and upwards it i.s per cent. It amounts to 
about 5d. in the £ on the lower scale, and (ijd. on the 
higher. A sujier tax, is. 3d. to 3s. gd. in the ;f,is levied 
on incomes of Ks50,cxx). The tax touches mainly 
the large hindowiieis, merchanl.s.oiTKialand professional 
classes. 

The Snlt-hLr is practically the only tax, with the 
exception of a .small duty on cotton goods, which falls 
on the mass of the peo[ilc. It yielded in 1915-16 the 
net revenue of ;^3,373,fXio. Salt i.s obtained partly 
by imi>urtation and partly by local production (salt¬ 
mines and evaporation); the customs or excise duty 
in 1915-16 was Ii.i [x:r mannd (80 lbs.), which, at the 
average annual rate of consumption, amounts to about 
3d. ix;r person. It is objected that this tax is a heavy 
burden uiion the peasant cla.ss ; it constitutes, however, 
the chief item in his taxation, and it would be difficult 
to devise any otlicr duty of general incidence less 
opirrc^sive and lc.ss open to evasion. 

Shmp Putm give a revenue of ;^5,377,ooo. This 
t»x falls upon only a limited portion of the community; 
about two-thirds represents fees for the services of 
the taw courts to individuals, the remainder is a stamp 
charge on commercial transactions involving pecuniary 
payments. < * 

Excise Duties, derived mainly from intoxicating liquors 
and' drugs, yielded ;f8,^9S,ooa Intemperance is rare 
among Indians, and many are total abstainers on 
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rflitfious grounds. Tobacco pays no cxci.se duty, 
being u coininon product grown widely. 

Cffiloms giro a net avenue of /ij,720,00a 

,This is derived dliiefly from cotton goods, silver, 
petroleum, liijiiors, and su,;,ir. ,Siiue iflijj tliere lia.s 
been a geneial taiill' uliicli affects a very large 
number of articles, tlie m.ijority ol wliicli j-ield but 
little revenue. Kornieily imi)oit diitii’s ucre levied not 
oidy on many articles but .dso ;it liiglier rdtc.s than 
at pre.sent; o;forin on licelraile lines .set in about 
1X70 and continued until iSS,’, when the only duties 
temaining ueic those on salt, Ihjuius, arui.s, and 
ammunition ; to these w.as added later a duty on 
petroleum (mainly obtained from Rns.sia ;ind the 
United .States). Kxport duties were foiinerly numer¬ 
ous ; only tb.it upon exported rice now remains. Rice 
is grown mostly in Hurina, and a duty of 4d. per 
cwt. j-ields a levenne of ;^0()0,<Kio. 

Between i8Sj and 1S94 India was as nearly as 
possible a free-trading country. In 1.X94, in con¬ 
sequence of difficulties connected witli the fall in 
tile value of the rupee, it became nccccssary to enlarge 
the sources of revenue, and the imposition of a 
general 5 per cent, import duty for revenue purposes 
was ultimately adopted. These duties were imposed 
with a view to revenue, and were not intended to.lse 
protective, for an equivalent cxci.se duty was levied 
upon cotton goods, the only important native com¬ 
peting commoditic.s. The duty on cotton manufactures 
(both customs and excise) was soon afterwards reduced 
to 3i per cent ad valorem. The import duty on iron 
and steel is only l per cent, and machinery is mostly 
admitted free. 

K i 
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The Post and Telegraph Services arc exceedingly 
efficient and cheap. In 1915-16 the receipts were 
;f3i7!i8poo and ex]x;nsc.-. £^,i 50,000. The capita) out¬ 
lay was ;f8,5(K),c» 10. These jorvices impo.se no burdep 
u|)cin ludi.i, and j-icld little revenue. A small revenue 
in the form of rcrui'Ls fnr re;;istration of doeumelils 
is an equivalent for service rendered, and falls on a 
limited clas..,. 

The Koihrajc of l.idia e.vtend over 35,.S33 mile.s; 
they were cre.iteil hy Ijiilish capital and aio (nviied ajid 
administered by the Slate. Until the year iScjp their 
earnings did not emer e.vpeiiscs; they now, however, 
yield a net revenue which amounted in igiS-tC to 
;£ 4 P 75 ,ooo, after isqdiig workiu" ex peases, interest on 
capital, and contribution to redemption fund. The 
invc.stments in r.uUvays represent a capital outlay of 
/^39I.58S.™o. 

Irrigii/icu —The State has expended large sums on 
irrigation works which have reclaimed some 25,000,000 
acres of land for cultivation, thus finding subsistence and 
emplcryment for many millions of petisants. The net 
revenue from irrigation amounted in 1915-16 to 100 per 
cent, on the capiltil (,^98,500,000). It is estimated that 
the vUuc of the croirs raised annually on this land 
represents more than 100 per cent, on the capital 
outlay. 

The Petit of India in March 1914 amounted to 
^274,525,otX), and other government obligations (Savings 
Bank, Service funds, etc.) to .£33,927,000. Of this sum 
the government has expended £153,8597x10 in tlie con¬ 
struction of railways, and £39447,000 on irrigation 
works, all of which have increased development so as 
to become remunerative and beneficial, and a permanent 
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source of revenue. In addition, f^vernmcnt purchased 
by cash or annuities nine railways on which to8,oQ3,ocx) 
had tieen sixint by companies. Loans to native State.s, 
port trusts, coriiorations, cultivator.s, and others amount 
to/ii,550,000, and advances to railways to 555,000. 
The gold reserve fund in Kiigl.aiul and the c.ish balances 
amounted to ,^25,5 irj,oon. These v.irieus iiivcstinents 
more th.in b.d.inte the whole debt, .and tiner by their 
return the iiitei'est thcieon. There i.s 110 nnlunded debt. 
Contrasted with the large war debts of Euroirea!! 
countiic.s, and also with the enormous war .nid .idmini.s- 
trative expenditure of thfise countries, the finances 
of India must be held to be in a very satisfactory 
condition. 

Taking into considei.vtion the peculiar circumstances 
of India, the history and character of its various 
l)eoiile.s, and their diverse ideals and modes of life, the 
existing fiscal sj^lcni seems to be full)’ justified by 
re.sults. Under con.litions ver)' different from those 
of Great llrit.iin the canons of Adam Smith are 
satisfied; economy and pro(liicti\encss arc secured, 
while the burden is adjusted to cap.acity to paj’ in a 
manner which appears to conform to the canon of 
ju.stice. 

The exports of mercliandise from India for the'year 
1914-15 amounted to ;Ci2i45i,ono, and the import^to 
;C96,62I|0 Cxd, while tlic oxport.s and impirrts of treasure 
were ,^3,526,000 and :£i4,530,ocio respectively. The 
balance against Indi.i is explained by tlie payments to 
Great Uritain for the e.\pen.ses «jf government, the 
interest earned by Ilritisli capital invested in Indian 
railways, and in various industries, such as tea, inlligo, 
cotton, jute,etc.; other items are profits of merchants, 
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shipowners, and bankers, and rcmitlances of Civil 
servants to Groat Britain, 

Of ‘the imports abinit twn-tliirds are obta,incd 
from the Unilccl Kini.iliini, about lo per cent, froinf 
Britbii possessions, and tile remainder from other 
countries. 

The exports consist of Raw m.iteriais (cotton, jute, 
skins and hides, dye stulii,, sdk, etc.); Food stntfs (lea, 
coffee, wheat, riee, etc.), Manufactured jjonds (cotton, 
twfst, and yarn, cotton piece goods and jute goods), 
and other articles. 

About one-hall of these exports find a free market; 
the remainder are siilijecl to duties in tire countiy of 
im[iorl, which, like tire tea iluty in the Uinled Kingtloin, 
are for revenue, or form part of the protective tariff 
scheme in other countries. No system of tariff prefer¬ 
ence could benefit Indian tr.ade; vvhe.it is not capable 
of muih stimulation, and onl)' tobacco and indigo 
coidd gain by any favour. The views of tiie Indian 
Government on the subject of preferential tariffs within 
the Itmpire were thus sunimari.sod (Government Blue 
Book (cd. lyji)). 

" Firstly, that without any such system, India already 
enjoys a large, probably an e.xceptionally large, measure 
of the adv.antages of the free exchange of imports and 
exports. 

" StconiUy, tliat if the matter is regarded exclusively 
from an economic standpoint, India has sumct^iing, but 
not perhaps very much, to offer to the Empire; that 
she has very little to gain in return; and that she has 
a great deal to lose or to risk. 
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FRENCH FINANCE 


“ Tkifill}'. that in a finandal as|>ect, the danger to 
India of reprisals by foreign nations, even if eventually 
unsuecessfiil, is so serious and their losults would'be so 
■disastrous, Ih.it wo s'hoiild not be justified in embarking 
on any new policy of the kind unless assnnsl of benefits 
greater and more LCrt.dn thin any which have,so far, 
presented thcms.'hes to our iniiid." 


m-tNC'li (1913-1.)). 

France afibids a comp.niiion witli the fi-.e:d system 
of a progressive country, resembling liieat lliitain very 
clo.scly in many res|ii'Cts and yet diffeiing in some 
material ennditions. Tlv |io|ail,dion of Fr.incenumbers 
ala Jilt 40,otx)|0(.io; its area covers eoy.ioo .sq. milc.s; 
the country is more iigriciiitural than (iri.it llrilain, and 
is almost self-sufiieing as regards food-necessaries; its 
mineral rcbonrces aic not gieat, and its manufacturing 
industries arc smaller llinn those of tiiiMt Britain. It 
has not as large an extent of CiW'.tdine as its insular 
neighbour, though it possesses an adei]uate supply of 
good harbours and [loits for foreign cummcrce,and it 
is also in closer relation nitli (oiilincntal Iturope. . 

The exftmUture of France, estinnited at fids,723 

for the year 1913, differs only .slightly in amount from 
that of tile United Kingdom. It is classified under 
five heads: 

I. Exfienst of Pithlk Debt, ;£51,85^,957. This amount 
includes interest and charges on the enormous debt 
of ;£i,015,000,000, and also ;tio,5899.(7 for peniTions, 
military, naval, and civil, winch count as a public 
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debt liability and are continually increasing; it must 
be noted that somr .£300,01)0,000 of the debt has been 
incurred in advances to Fromh railways, and reptesrnts 
an investment in what will be ultimately a State, ' 
property. 

2, Ii.\f;iivs of Exm-.tliC Ginyriiment (I’ouvoirs 
Public.sl, X-'i') 4 .CSO' Thii snin i.s in ellcct the French 
Civil List; it coinprises the .salary of the J’residenl and 
also administrative e.'cpen.scs, including the salaries of 
the Senate and Ch.imbcr of Doinities. 

3 , /r.iyt, ■«, Ultirc I'i S.'till' 1 h'/itrtmi'ii/s. £ioK,98o,983, Of 
this .sum the Wai De|Mrtiiient coiuit.s for £39,33S,y;5; 
Marine iJcpartim nt, £19,557,64?; I'nMic Instrnc- 
lion, £i3,?j6 7.('i; Colonies, £,|,?ji,4i5; Agriculture, 
£?,200,iio. It in,i_v be noted th.il the Colonies are 
a source of c.s-pensi-, of wliidi the chief item is for 
military defence. The expenditure on agriculture 
covers sulnentii ns to agrienltural societies, bounties for 
the cultivation of sill.worms, 11,ix,and hemp, cx|)enditure 
on .stuil-farms and horse-breeding. The Ministry of 
Commerce .il.so gnes bounties to merchant-shipbuilding, 
navigation, fisheries silk industrj', and (lost and tele¬ 
graphs, whiih togi;tlier amount to £17,229,436. The 
Ministry of J’ldjlic Works expended £13,636,210, which 
include gmirantecs and subventions to railways in 
France, Algiers, .and Tunis. 

4, Ailmiiih/riifiim of ihmofohes and Collection of 
Taxes, ;f32,a45,S4,S.Under this head the Pwt Office 
accounts for .ft 1,9.38,292, and the rollcction of taxes, 
the •management of the State industries (tobacco, 
matches, and gunpowder) the remainder. 
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The French State Revenue 89,5 5 5,000 for the 
year ig‘13) is derived from a variety of sources, of which 
the following are the principal elements 

* I. Dirctt 7 >/.i('.r.—'I'liesc consist of (i.) .1 land-tax 
(hipi'it fomii'r), which is a tax upon lent, (11.) a tax on 
buildings, (iii.) a ta.x on i>ersonalty {I'niuudU' moMiiirc), 
(iv.) a tax on doors and windows, (v.) l.icinres to follow 
occupations and profL-ssions ijitli-iihs)\ lliis i.s really 
a tax on Irade-jirufits from which faimin;.; is exempt, 
while other occu[)ation,s aie classifieil accuuling to a 
complicated scheme. The whole group constitutes 
a tax on earnings, profits, and rent, and forms a 
s|)ecies of pro[)crty and income-tax which contributed 
;f22,5l2,C30, or 12 per cent, of the whole revenue. 
It has been pro[)osed on several occasions to substitute 
an income-tax for the taxes on land, peisonalty, and 
doors and windows. The jiroposal was, however, 
rejected, mainly on account of the necessarily inquisi¬ 
torial character of the scheme. f\n income-tax was, 
however, adopted in 1915. 

2. Sundry faxes, also regaidcd as rf/wr.—These fall 
on carriages, horses, cycles, motois weights and 
measures, on royalties from mine.s, and on pYoperty 
in mortmain; they yield collectively ;^^,38o,730. 

3. Regisiratiou. —Under this head arc taxes on hets 
or oiierationa requiring for legality some form of 
public registration. They itidiide the sale of property, 
gifts intetr vivos, successions, mortgages, civil, adminis¬ 
trative, and judicial processus; they amounted to 
;f3i,l35,987, or 16 per cent of the total revenue. .The 
succession duties constitute an elaborate scheme in 
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which the proj^rcs^ivc principle is adopted and is 
applied by a dnublc method (a) accorditiff to the de(p«c 
of relnlionship, clabsed in seven slni;es, (li) according to 
the value of the properly, gr,idl'd in twelve classes. 
The scheme rei,einhU". that of the Itiili.-'h I'leath duties, 
iind iipiirairs to be trained upon the model of the British 
Finance ■\ct of 

4. Sitiinf'i yield Slock Exchange trans¬ 
actions, and taxes on iiicoines from securities 

other than /r/r/rr/.,'4,7f'3, gdo. This group corresponds 
in princi[)le to beimewhal similar taxes in the British 
system, and calls for no special eomnient. 

5. Cui/ams yieliii'd ;fe4,oS3,5!''0. or 13 per cent, of the 
whole. This branch ofla.x.itioii is by no means for purely 
revenue piirjioses, the tariff has also a protective aim; the 
duties aie numerous and fall upon articles of food, raw 
material, and m.iinifi'-nnes, many of them yielding 
very little revenue, while .some reitrict the development 
of ITcnch industry by excluding materials which would 
be useful. The real revenue is derived from a small 
number of non-protcclive duties, of which those on 
coffee and petroleum yield a large proportion. Many 
duties ,are only parti.ally protective. The system has 
the necessary defects of all ,attcm)its to shelter home 
industiy by a larilf. Compared with the British Customs 
the* French Customs arc less elastic in character, while 
they are subject to greater fluctuations from accidental 
circumstances of supply; they are akso less economic in 
collection, and the duties entail indirect loss by their 
Interference with tra'de and indu.stry.‘ 

* The effect of this protective policy is illustrated by the case of 
wheat, of which the aveiapc consumption in France is over 470 lbs. 
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6. Internal indirtet taxes (excise).—This is a group 
comprising taxes on liquors and liquor licences, oil, 
and •railway traffic, which yield ;C27,i 24,903, ’or 14 
^or cent, of the whole revenue. Taxes on con- 
siimahles date hack to the fiftcenlh century; they 
were increased con.siderahly in the scvcntcentii century, 
wiicn tlieir burden became very oppiessive to the 
jworcr clas,ses owing to the system of tax-farming, 
the exemption of the higher classes, and great local 
inciiii.dities. Temporarily abolished .at the Revolu¬ 
tion, these indirect taxes were restored alterwards on 
a more equitable basi.s, and have since been widely 
applied to commodities both for State and Icx'al 
revenue. In the year 1900 the duties on drinks 
were remodelled with the object of reducing the 
taxes on hygienic drinks (cider, beer, and wine), and 
of increasing the tax upon alcohol (spirits); the result 
is that out of ;f 1 ,S,000,000 derived from beverages 
nearly ,^15,00x1000 were obtained from the sale of 
alcohol and from licences for its sale. In addition 
to the mtmtal revenue from alcohol, more than 
ififxaixo is raised on drinks by the communal 
octroi lot local and municipal purposes. 

The Rniluhiy Duty on passengers and goods is heavy. 
The incidence of this duty is in Franco upon ftisseiigcrs 
and trade since the government guarantees the payment 
of interest on capital. The great raiiway system of 

per head. The import duty (equal to 12s. ajd. pci quaiter) causes 
Fiance to he practically self-sufficing as tvj'arils wheaq except in 
years of bad harvests. Over a peiiiid of twelve yeais the amount 
impoited vaiicd from 1 to 2j per cent, of the whole supply.. But 
the price was 40s. SJd. per quarter in France against ays. 6d. in 
England (w Blue Book (cd. 1761), page 124). 
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France tos dcrelopccl under comssms frpm the 
State; and will become Stale pnijicity between 1550 
and igCo. The State lint! contributed abnut 25 pur aent, 
of the expen.se uf constiuclion, and annually makes- 
advance.s t(jwaid» the upkeep of the railway.s and in 
aid of interest on the sh.'ites; tliesc aniniitie.s are 
contributions whidi po tonanls c.ipit.il-cu.st and the 
ultimate aiiiiiisition by the Stale wlieii the conce-ssioas 
expire. 

7. The Sii^itr Ikily lealised £7,.pjO,78o in 1513. 
Prior to the Pinr. •■■'s convention of I^KC the pro¬ 
duction of .siiieir was stiniulap'd artificially by a 
bounty. The total production of l''r.iin'e and her 
colonies was abc-ut i.too.ooo Frtaich tons per year; 
of this, .l.ltVJtO tons were consiiined in France, the 
remaindi r was c.sp-ital with a bounty. The aboli¬ 
tion of the bount)' ain! the reduction in 1903 of the 
exci.se duty on home consrrmption diininislied exports, 
increasnl the consumption in France, and stimulated 
manufactuics in vcliich su;;ar forms an in;rrcdient The 
result was a net econonne ;,-ain to France from the 
savin;,' of the bounty, a fheapeniiif; and increased 
consumption of su;'ar, and an indireet stimulus to 
industries which aitibsed su^jar. 

,S. Sidle moHifoIirs rwrrf jc/v-rci-.t yielded ;£38,7.)6,2I5. 
Of this. Post (ilTicc, Telegraphs, and Telephones con¬ 
tribute to the ;;overnment /i5i070,974 gros.s. But 
the interesting elcilient in this group, to which there 
is nothing corrcsponrliirg in the British sy.stem, is 
the revenue from intluslnes conducted by the State 
as national monopolies. Of these tobacco yields 
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;£i 9,907,065 ; matches and gunpowder togct)icr pro¬ 
duce ;f2,4;o,ti20. This revenue is derived mainly 
frots the artificial monopoly ■ [irice of the articles 
■»and not from oiiliuary [irofits; it is, in cllcct, a 
tax levied in a peculiar manner. The economic 
objections to Stale production have been discus-scd 
in a previous chapier. IVihaps tobacco is less oiKjn 
to these objections than in.miif.irtiircs of necessaries, 
still certain disadvantages are inevit.dile in the sup¬ 
pression of competition, and these are nut eliminated 
by the fact that the object is taxation. The sy.slein is, 
however, a long-esl.ablishcd form of taxation in b'rance, 
and one that will be changed with great difliculty. 

9. Slak Ihmaius ) ield .£2,5^1,145. The chief con¬ 
tributions arc from forests and lenls; the expense 
of managcmcHl amounts to .^sS.bajy. Sundry other 
State proixirtics, leased or sold, and unclaimed legacies 
make up the remainder. 

Kor purposes of Loral government Trance is divided 
into a large number of Communes, difieiing greatly in 
area and in population. In many of these, including 
all the large towns, the recogni.scd method of raising 
revenue is by the octroi or '■ ingate tolls,” which jilacc 
duties upon consumables entering towns. These duties 
are largely upon drinks, and especially alcoholic drink's; 
but they also fall upon food, fuel, fodder, and materials 
of industry. The .system and its economic effects are 
described in the chapter on Local Taxation. The 
other chief source of local rcvenuc>consists of a share 
of the direct taxation upon land and personalty, 
upon trade licences, doors and windows, carriages and 
horses, cycles, etc. These taxes, under the name 
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of “additional centimes” are levied along with the 
State taxes, and arc apportioned to the departments 
and Communes in accordance with their S()ccial ne(vls. 

This brief account of the French fiscal system suffices/ 
to bring out the chief points of contrast witli tlie British 
.system, and affords a comparison of their re.spectivc 
merits, while it illustrates the fact that different circum¬ 
stances—historical and political—give rise to differences 
in methuds of taxation. 



CHAPTER Hi 


LOCAL 'JAXATIOH 

The subject of local taxation is one nf ^rcat com¬ 
plexity ; time are wide differences of opinion both as 
to what are the mast equitable and productive metliods 
of raising revenue for local purposes, and also as to the 
real in<'idencc of rates under the existing system. 

Taxes for local purposes are called ra/cs from the 
mode of their assessment; they are levied upon the 
occupiers of immovable piopcity (land, houses, and 
trade premises) on the basis of the net lent valuation; 
they arc raised by the local authorities in limited 
areas, which vary considerably in extent, and even 
more in the value of the natablc property they con¬ 
tain. Hence rates differ in different localities. In the 
case of imperial taxation of commodities a dbty is 
imposed upon each unit of consiimptiqn. laical faxa- 
tion reverses this process; it starts noth the gross 
amount required; the ratio of the assessed value of 
rateable property in the district to this sum gives the 
rate per £ to be levied, and each occupier pays at 
this rate Sn the assessed value of his holding. 

Rates, like imperal taxes, are compulsory contribu¬ 
tions for the common service j but local taxation differs 
from national taxation in that it is devoted to a 
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limited area, and is more distinctly “beneficial,” that 
is, more obviously productive in its aim as providing 
conveniences — roads, sanitation, h’t'hting, parks, town-, 
halls, etc., fur a sjiccial locality; it appeals more directly 
to the quid fro quo principle than national taxation, 
a.s ufTcring to tlie ratepayer a visible ciiuivalcnt in 
service for the sacrifice involvetl Some portion, how¬ 
ever, of the revenue of every district is devoted to tile 
pcifurniance of sen'ires which partake of a national 
ch.iractiT, and confer a more general public utility, such 
a.s the pruvisimi of police, education, and |)oor relief 
The State determines and dictates thc.se public duties, 
and sometimes also the standard of efficiency to be 
maintained; for the purpose of economic adrninistra. 
tion they are carried orrt locally, but under the 
supervision of the central government, which under¬ 
takes to defr.ry part of tlie cost by .subsidies from 
imperial ta.vatinn, .since the services conferred by the 
ouliay arc not exclusively local, but yield a national 
benefit. 

The principle of rating dates definitely from the 
I’oor Law of : 0 oi, which adopted the parish as 
the Ipc-.; unit, sirree it ■ was already the authority 
lor the provision of highways. With the modem 
growth of lit,-tee and municipal activity new duties 
have been im]) 05 cd, and extended [lowers of rating 
conferred upon the local authorities, so that the system 
has developed greatly during the last fifty years, and 
more particularly in urban districts where population 
has increased rapidly and improvements' are con¬ 
tinuous. 

The local expenditure of England and Wales for the 
year 1913-14 amounted to £i(k},32S,il8; of this sum 
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£71,270,’158, or ^2 (XT ccnl., whs r.ii.sal by rates; 
£15,977,119, or 12 per cent, was clerivi'd from loans; 
£ 32 ,rtl 7 , 2 .tri, or 13'4 per Ci-nt, was contribuled fiy the 
Slate fioin Imperiid taxation; £i5,557,Sr>5, or 5 per 
cent., was mm plus revenue frnni variou.s undertak- 
in;;s; while /,'3i),85d,7’d, or 23 [jer cent., was derivcil 
from remunerative cnlerpiises (liauuv.iys, oas, water, 
electricity, and rents of corpmation properly). 

Local expenditure i;rows lapiillj . in 18.S2-3 it wa.s 
£S,L+20,noo. Thus in thirty-one )ears it nmie than 
trebled, and r.Ucs have increa.sed fioni 3.S. 3}d. to 
Os. 8 86d. in 1514. 

The origin,d idea nmlerlyin;' the ratine principle 
was donbtles.s to .secure that the inhabitants of a 
locality .should contribute to the .support of the poor 
and to other local expenditure in proportion to their 
ability or means; this was thou;;ht to he indicated by 
their durable pos.ses.sions, houses, and land, and in tho.se 
simpler times both the principle and its le.st were 
fairly equitable. I!ut "ability,” the primary canon of 
national taxation, to which the quid pro quo theory 
is not applicable, is very diflicult of satisfar tion, and 
cannot, even in a national .system, be measured by an 
income-tax only. Still less is the canon of “ability” 
the proper test for local taxation wlrerc a larije part 
of the outlay is diicctly “beneficial” to the rcsidcifls, 
or owners, and where fresh rales are continually 
being demanded to provide some new improvement or 
convenience. 

An income-tax has been sui'gfttcd as the means 
of providing for local expenditure, but a lead income- 
lax in the modern circumstances of a highly developed 
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comtry is not the most suitable method of payment 
for the special advantages of local impruvcinents.’ 
Incomes do not necessarily measure the buhcfits 
which arc conferred by lor.d expeiuiituro; they arc 
frequently deriveil fiom vaiioin and dislant sourecs 
wholly uncoimcitcd with the locality; and, further, it 
would be extremely dilFicult to exait an iiitumc-tax 
from the majority of the weeidj-wnoe ela.^scs, who 
constitute a l.iree propjrlion of the inliabitant.s of 
many districts and dady share in the Iwiiefits con¬ 
ferred by local expenditure. It is cxpe-dieiit, therefore, 
in seeking a basis foi local l,a\ation to consider the 
nature of the outhiy and its results, and to diseover 
those who enjoy the benefds of tlie exiK-nditiire, .since 
it has for the m' ist part a definite loc.al reference, and 
the amount is also largely deteimined by the will of 
the residents themselves. 

On the Continent a tocitl mstoms duty or octroi is a 
common .source of local revenue; but customs and 
excise duties, Ihougli excellent modes of raising some 
part of tlic national revenue, arc very unsuitable for 
small areas; tliey are cosily and inconvenient in 
collection, and inequitable- in their incidenic, since 
they usually fall with severity on the poor consumers 
of necessaries, and they obstruct trade. 

Since the primary aim of local expenditure is local 
advantage, and a large part of the rates is expended upon 
services whicit give back a definite equivalent, such as 

> The income-tu Is efsplayed far purposes ef local Vaiation in 
some foreign countries and Itrilish colonics. In Prussia and 
HoUajnd the local incnmc-t.is runs concurrently with an income- 
tax for State purposes; in Ontario and Massachusetts it is employed 
only for local purposes. 
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the oiitjay on drainafp, strcct-cleansiiij;, lighting, water, 
parks, etc., the cost should fall upon those who me the 
rocipiunts of the benefits, h'irst among these are the 
dwellers in the locality, who oicnpy houses and business 
prefnises, etc. 1 louse-rent is thus suggislcd as a basis 
for as.se.ssmeiit; the house, as a significant mode of 
cxgienditnie. does foini a rough criterion of the degree 
in which local advanUges are .sliaiid, .although it does 
not form ,in eijn.dly sound test of “ability” to con- 
trihutc to national exiiendilnre. It wa.s for these 
rca.sons that Lord (losehen attempted in 1S71, though 
unsuccessfully, to hand over the House Duty to local 
taxation. 

Hut owners of band, which is the most diir.ablc localised 
form of projierty, probably derive the l.u;;est permanent 
advantage from loial expenditure, liy loc.al improve¬ 
ment their projierty is increa.sed in value; pojiiilation 
grows, rents rise, business pamiisi-s arc extended, 
demand foi land inert uses and ground - rents arc 
permanently enhanced in v.aliic. Owners of property, 
therefore, as large beneficiaries from local public 
enterprise and cxjicnditurc, should contribute to local 
taxation, and as nearly as possible in proportion to 
the advantages they derive therefrom. * 

Again, manufacturers, trailers, .^topkcc|ier.s', and 
farmers all benefit by improved road.s, tlioroughfares, 
drainage, and other me.xsiires which render their 
markets accessible; tlieir cxjxm.ses are diminished 
and their business increased, and for these advant.ages 
they .shcaild contribute to tlic cc»t of local develop¬ 
ments. 

Taxation for purposes which present no very obvious 
advantage to the payer is called “ onerous “; the 
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benefits derived from it.s outlay are more j^eneral, 
indirect and diffused; such is tlic expenditure on 
elementary education, poor relief, and health regula¬ 
tions. ICnlijjlitened public opinion, acting through'' 
Parliament, enforces such expenditure upon the com- 
mutiify and insists on .some stand.nd of ofileiency 
in its performance. The localities admini.ster the law 
atid look to tile centra! government for aid towaid.s 
an expense which concerns the national well being. 
As we have seen, in the rear It^l4 the Sltde con- 
trilmted from iini>i'ii.d tax.uion jc,0i7,c.i(i (a sum 
equal to 13 per cent, of the rate.s) in .lid of local 
taxation in r.ni'land ,ind Wales foi these pin poses. 
This system of subventions was Iiegun in 1835 liy 
means of I'.irlianientary giaiits-m-aid fonn the con¬ 
solidated fund, made annually for ceitain definite 
purposes—at first for criminal preseentions and the 
support of [irisons, and afteiwards extended to tlic 
maintenance of police, poor-law .schools, pauper 
lunatics, healtli oniiers and s.anitary inspection, regis¬ 
tration, etc. In the year 188S, when these granU 
had grown up to a considerable aggiep.ate, the 
system w.as modified; tlie. greater number of tlie 
grants - in - aid were discontinued, and in lieu of 
them'cert.iin excise liienccs (which amounted to a 
larger sum) weie assigned to local authorities, and 
additional relief was gmiited by the allocation of 
half the probate duty (for which in }S<jO estate 
duty was substituted). To these was added in 
1890 the yield ofv two extra excise and' customs 
duties—on beer at 3d. a barrel, and spirits at Cd. 
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.1 liJillottA r»y the Agricultural Kates Act of 1896, 

.1 further p.rfuit was made from the estate duty for 
th(j feliel of local laxalloii on a^iicultiual land*; this 
subveulion was to equal half the rate in certain con- 
dilioiis, and it ainounUal to ;^i,50i,),037 for tlie United 
Kingdom in the \(mi 

There has been much controveisy on Ihe whole 
subject of national contnl'Utions in relief of local taxa¬ 
tion. O'l the niH: hand, it is held to be a daiii^cious 
j)nnciplc to establish a system by which fjrcat claims 
can Ik; made by lo> al authorities on the pulilic 
exchequer; it is rnaiiUainctl that there can be no 
clfi'ctive control by Parliament over local expenditure, 
nor any j|uarautec of economy; that subsidies obtained 
with no sacrifice arc apt to be lavislily expended, and 
that it is impossible to define with any precision the 
proper subjects of such relief, or logically to determine 
the proportion of aid which sliould be pi\en; nor can 
the amount of the contributions to different districts 
be determined on any equitable principle. On the 

* 80 per cent, of tliese surtaxes was assigned to England, 
II per CKHt. to Scotland, and 9 per rent, to Ireland, being the 
estimated pioporlions of their respective contnbutions to the 
general revenue of the United Kiii:;iloin. ITic lirence diuics 
arc assigned to the lounclU in whose areas they are caik'ttecL 
The death duty and the beer and sui taxes (after rurkiin 
deductions) are a]»p(>rtioncd to tbc councils iu piopoition tb the 
amounts of their former grants-in-aid. 

' Since extent of aiea is not icgarded as a mcasiue of the degice 
of benefit dctived from local sanitary expenditurci agricultural 
land, railwitys, and canals, all of which ocifupy exceptionally large 
areas of land for their Imsiness purposes, aie assessed at only 
oim fourth of their valuation for the General District Rate (Public 
Healths Act 187$). 
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other hand, it is admitted that many of the services 
performed by Inral authuiitics arc cnAirrcd by 
I’arliament and com.crn the j'cneral public weh'arc;^ 
the expenditure they entail is “oneious," and sliould 
llierefore lie in some way met by imperial assistance. 
The grant from the State is '’nut a comirassionate 
grant to the rate-payeis, but a ebatgr wiiich should 
fall on all tax-jiayi-rs." Opinion is also divided as to 
the inetliixl of nationrd contribution, tvb., wiiether the 
grants slio'ild be consulLred and approved by Parlia¬ 
ment annu.dly, or whether the prineijile of assirpi- 
iug special revenues to local purposes is to be 
prefened; the proportion th.it State contributions 
should bear to local contributions is also a matter 
of contention.' 

The powers of local authorities are derived from the 
central government, which determines the constilulion 
of the authorities, and fiom time to time assigns to them 
fresh duties with corresponding jiowers of rating. In 
many gencr.d Acts Parliament has laid down definite 
regulations for the exercise of their functions; in 
other cases it has delegated the duty of constructing 
regulations to a government department Statutory 
llmlt.ati<iMs ill some cases regulate the degree of rating 
for siiecial purposes, for instance, for the purpo-se of 
pitblic lilir.aries and higher education. Obvious advan- 
tigcs follow from Uie coiitiol of the State over local 

’ Tlie uiinonty Report of the Royal Commission on bocal Taxa¬ 
tion leiommc Luled—“'Irhat to 'onerous’ espeudituie bn services 
wliirh, though lorally admiiiistenid, ate, in the main national in 
chanvtcr, but to sucit npfthUture onty, the State should contribute 
a fixed amount. That this contiibution should not, in the total, 
exceed one-half of the expenditure upon national services.” 
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gnvernnn.'iit and cxiiondiUirc. In the fir-st place, in 
matters of Rrcnt national importance it can secure 
unitjr of idea and some unirormity in ndniiiiisiraticm, 
wliile pennillin^ some di'urec of elasticity in local 
me.tliod.s; it can also insist upon a uniform .system of 
keeping accounts, by wliicli means Incid budgets can 
la; coinjjared and national stati.sti<-s can be compiled. 
l’i>or-la\v administration afford.s an escellent illiistration 
of the valuable lesult;; which Inive folloned from central 
regnlaticm. 

Again, it is of vital imi)ortanre tliat taxation of 
any kind sliould have tl\c national .sanction. The 
amount of discretion to he allowed to local authoritie- 
in exiicnclitnre and rating is a deh.itabic ipicstion, but 
it can scarcely lie douliled tlnit it is expedient that 
Parliament should retam tlic ptpwer to limit local 
exiienditure in order to prevent the extras ag.ance and 
waste which iniglit easily arise from tlie inexix:] ieiice 
and short-sightedness of local bodies, and to guard 
against the temlency to favour spcci.vl interests by 
enter[)fise.s umlcrtaken at tlie public cost. For similar 
re.asons it is desirable that Parliament should control 
the borrowing powers of local authorities. The function 
of supervising tlic issue of loc.al loans hies for the most 
part been committed to tlie Local Gavernment Hoard, 
to which department proposals for loans must Tic 
submitted for aiiproval. 

Incidence of Local Juries .—It would be difficult to find a 
more vexed and intricate question of applied economies 
than tliaf of the real incidence of* local rates and the 
proper remedies for the imciualities said to arise there¬ 
from. In the [laymeiit of rates three chief interests are 
involved—those of the landowner, the house-owner, and 
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the occiijiicr, iiiid bcMdcii these there arc the interests 
Ilf intcrim-owiieis of ImuM'i, i.r„ le.i'ija.hlers, and the 
CDiisuniers tif |;e'ids, .'ind tlie meinhers nf the eonimEiiity 
i;etiera1K'. 'liio laiiiKiiy incidence, i.s mi etcuiiiers, 
except in the ease of .small ten iiv nts let fur short 
jKiriods at low rents, wheie the l.iiidliird as a tnm- 
pmind htiuseliolder may ii.iy the rates and leciiver 
tlie-rn whc'lynr in pait in the rent. Dut the pi.ililem 
of ultim.itc ineideiue is rnidered very cmniilfx and 
difTieult by the .shiftin^s of the- biird'-n eif rates. Thi.s 
is caused by v.irieuis ciitura-t.inces - the nuinher of 
intermceliate interests, the diifeient periods of lea.ses 
and suh-lettinrr, the ieims of coi.tr.ict in lettinj> (fine.s, 
if[iairs, jiiemiums, etc.), imperfect competition with the 
retardiiij; efl'ecLs of ecinomic frietimi and all that it 
implies, the infiucricc of i jstoin, iy,noi.ance, and apathy; 
obstLieles created h)- i;n idwill, the di/llcnlty and exiiense 
of moving, dilTcrcnt aicas of rating, and the inequality 
of rates and conditions in those areas. Any general 
theory of incidence inn.st be subject to qualification in 
tlic.se respects, but in spite of these disturbing influentc.s, 
some of whii 1) are apt to be over-estimated, rates aie 
distinctive economic iihcnoinena; they must, thetefore, 
in their general tendencies confoim to economic prin¬ 
ciples whicii can be described; and though for isolated 
caslis and for short [loriods tlie.se principles may 
ap|icar to offer an in idequate explanation, yet on a 
wider view of the subject they afford sound guidance. 
In the long run minor causes more or less neutralise 
each other, and their disturbing effects 'may be 
eliminated; it is the economic factors always present 
which give tile permanent tendency, and these must 
be fully recoginhscd in any theory of incidence. 
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Thr .prolitcm of inrifleiico firc'ieiits four cases for 
separate ii)vehli|;atioii; 

(l^ A^i ill Jill rill t,iiiii/-]\m the rales are'lcvicd 
upon the occupying farmer tu a horn the land is an 
instrument of production; but capital in the farming 
industry caimol be subjected to s]ii.iiiu tasation, siiue 
llial would can. e it to seel; inoic jiroliiahlc ciiiptoy- 
ment, thi'ieforr the cTat of rati., is in rrduec, lents 
in the same iiianiur a.s lilhcs. Thu fanner lakr..i rates 
into fount in dci idiug what he can afUad to pay as 
relit adei allowing tlie ii.umal rrUirit to hi.s i.apilal and 
supeiinleudciirc; "iiigh rales make low iciits” is a 
popular saying -.dilch ciuliodies lhi.s view. Nor can 
rates on noricullural land be shifted npou food con- 
suinet:'.. since the area of competition which fixivs the 
liricc of the product includc.s many .and di-.lant markets; 
agriculUual rates, therefore, lome for the most part 
from rent In the. .actual working out of this priiiriplc, 
howcvei, there are modifications: if rates rise or 

fall during the period of an agreement the loss or 
advantage will accrue to the farmer until readjust¬ 
ment takes place at the renewal of the lea.se. Again, 
farms include dwelliug-honsc.s and oilier prcmisc.s, and 
agricultural rates, so far as they refer to farm-houses, 
will follow the rule for ordinary dwtlling-houses and 
fall upon the oecu[)ier; the farmer pays this propottlon 
(estimated at 5 or 6 per cent.) .since he must occupy 
a house whether he pursues fanning or any other 
employment 

Owing' to the nature of tiuf industry and the 
obstacles to active competition, alterations in rates 
and changes which affect the price of farm pro'duce 
are slow in their operation upon rents; the tendency 
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is, however, for the iiicictenrc of agricultural rates to be 
upon rent in the long run. Other things remaining the 
same, if rates rise lents fall; and if rates fall rentSi rise. 
The apjilicatiiin of this r(‘a.soning to the ojieration of' 
the Rultnr.il K.ites Art (iS;/j) for the adief of 
rates would lead to the conclusion that although the 
Art provided tli.at the orciipier was to pay only half the 
rates, yet the action of economic forces would sooner 
or l.ater shift thi' adv.riilage to tlie landloi'd, either hy 
causing a lise oi by checkin.'; a possible fall in rent.* 

(2) Onin’in r Ikt’r/lim; ln'mis. - Wcic three inlerests 
ajiiRsir, ll....se of lli'i occupier, the owi.er c.f the building, 
ami tbe giound-landloid. The rates are levied on the 
occu|)icr, ami their burden remains with him in so far 
as rates are g<.iRT.il and uniform. He may be regarded 
as a coii-iimer of hoii i-. just as be is a consumer of 
bie.ad ; both aic [irime necessaries in the demand for 
which there is hut little elasticity, for a man must have 
both food and housing; speaking generally, a tax on 
cither falls on the, consumer, and therefore the incidence 
of r.ites on ordinary dwelling-houses is 011 the occupier. 
The buildei or house owner is elimiu.ated by the follow¬ 
ing consivltriilion.s: the building of houses is an invest¬ 
ment of capital which will on the average pay the 
ordinary rate of, profit, otherwise capital will flow by 
preference from building to other investments. If an 
incrc<ase of r.itcs renders building rents less profitable, 
it will tend to check building until supply and demand 
are readjusted; on the other hand, a scarcity of houses 
sends up building-rents and encourages buiWiiig until 

1 S.CC I’lof. Nicholwin’s “Rates and Tales as affecting Agricul¬ 
ture" for .1 stuingiy-icasoncd argument in favour of further relief 
of agiiculture from local rates. 
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profits am bruiinht back to the normal. Thus rates 
cannot in the long nin he e-xaclcri from the owners of 
houses any more than the la:c on beer ran be per¬ 
manently exacted from brewers. Allowing lime for 
the play of economic forces, the owner of the liiiilding 
will get bis profits, and the occupier will pay the rates 
on the value of the house as an arlii Ir of common con¬ 
sumption, while the ownci of the Land on which it 
stands, who receives };iound-renl, will pay a jiroporlion 
of rales equivalent, at the lowest, to its ratable value 
as agricultural land. Tins is the tendency as leganls 
ordinary houses on the assumption that the l.rw of 
comi>clition is in opci.iti.in, f.c., th.at there is an 
abundance of tand oflered for Iiuikling jiurposes and 
that tlio land lias no sjaaitil niomqioly-valuc. 

(3) Monopoly Site-Value .—When the site on which 
the building stands is one that confers .iny special 
arlvantagc, either for residential or business purposes,' 
it obtains a scarcity-value which sends up the rent, 
sometimes to an enormous degrea The monopoly- 
value attaches solely to the site, and arises from such 
circumstances as congestion of population, fa>hiun, 
special opportunities for business (as in llie Cjty, or 
Bond StreetV or siieci.al advantages of situation for 
he.alth| etc. In all such cases the gfoss rent (house 
and land) is cnormou.sly increased; hut the element 
of building-rent remains constant, and 11 is the site- 
rent that absorbs the increased value. As the monopoly 
grows the ratable value rises in propoi lion to the rental; 
and the increased rales, which are dflc to the monopoly¬ 
value, fall upon the ground-landlord, being a deiluction 
from his possible rent This will be seen by consider¬ 
ing an example: suppose a house in a certain situation 
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to have a total letting value of ;fiooo per annum, o( 
which rates alisorb £200, rent of faliric ;C.(00, ground- 
rent £4o.> ; let us imagine that rales can be abolisiied; 
what will follow? Will the rent Ik; reduced tO;£8t»? 
Not at all i competition, which incasurid II10 advantages 
of the situation at /^looo a year, will continue equally 
active, and the demand will not be affected, therefore 
offers of £ia.r> will tie made as before; but the interest 
on the cai)ital sunk in the building will remain the 
same, since nothing has happened to increase building 
profits. Tims the gmund-lanilloid will reap the benefit 
arising from the abolition of rates. 

Rales on a moiio])oly site are theiefore a deduction 
from the rent wliich a landowner could obtain if no 
such rales existed, and they arc consequently paid by 
the owner of the site. The tenant pays, as in ordinary 
cases, the pro[iortion which is due from him as the 
'user or consumer of the fabric; the increase due to 
the site monopoly falls upon the ground-landlord. It 
is true that special circumstances give the ground- 
landlord an “ unearned iitcretncnt ”; this raises a 
distinct problem, hut rates, in so far as they are 
increased, arc a deduction from the possible increment 

(4) Trade J'rcniises ami Siofs.—ln this case, in so far 
as r.itcs are general and fairly uniform, tliey are treated 
as' a business expense, and are shifted upon consumers 
in the price of goods. If the situation confers any 
advantage which diminishes competition and gives 
monopoly-value, rents will be higher in consequence, 
and the rates dub to the higher value'' will fall 
ultimately upon thu recipient of rent (the interim- 
leaseholder or ground-landlord). If the local rates be 
exceptionally high, so as to place trade at a dis- 
171 



II.] EQUALISATION OF RATES 

aclvantaffe in comparison with rival producers, or if 
the local price be kept flown by the competition of 
distast supplies (as from large town stores), thi local 
traders' profit will suffer, and if may be that very 
high local rales may drive out an industry aitogether.' 
This offijct of dilfvreiitial ratin'; has been advanced as an 
■irquincnt for the tqiuilhntim of rutei over large areas, 
r.ijnalisation is desiiahlc in the case of ailjacent areas 
in which the condithfris aic .similar; but it is inapplicable 
to the case of districts more remote frfiin one another or 
in which the conditifin.s of production are dis.similar, or 
in which very tiilTcient iileas prevail as to the charactei 
and amfiunt tif local expenditure. 

The principle of equalisation of rates seems to ajiply 
with justice to arc-as which constitute a single unit for 
local government with common interc.st 5 , such peihaps 
as the whole of the metropolis; but in that ca.se the 
authority as well as the rating should be general.. 
Modem means of communication and conditions of 
life tend to extend these social units, and call for 
enlargement of areas; but to unite different districts 
merely for the purpose of diffusing nites would lead 
to injustice and extravagance; one locality would be 
taxed for the waste or lower efficiency of another. 
This would be a kind of protection which would' tend 
to diminish the effidency of the superior area. • 

An addition to rates, due to outlay upon some local 
improvement which takes place during the period of 

* An illustration of this kind of calaimly was the decision 
of Messrs Tairow to remove tlicir iliipdiuildiiig indusliy from 
the Thames, one of the reasons assigned being thni the heavy 
local rates at Poplar (las. in the £) render it impossible for them 
to compete irith the ship-building industries of the North, where 
also^ ovring to the cheaper cost of living, wages are lower. 
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his lease or agreement, falls upon the occupier. He 
cannot .shift any part of it until the termination of 
bis contract, when possibly his rent may be raitcd as 
a result of the increase in value of the property, efTected 
by the outlay to which he has contiibulod. 

The house-owner or interim - landlord gains the 
advantage from the improvement of the property for 
the remainder of his lease, but it ultimately accrues 
to the ground landlord. The ca.se of a ycaily tenant 
is somewhat lictler. On the occasion of a rise in 
riilcs he may cliangc his residence, if he is willing to 
accept a house of lower value; but many difTieultics 
check his mobility—tiiat of finding a suil.able house, 
tile expense incidental to moving, the inconvenience 
in clungc of address, inertia, trouble, and loss of time 
—so that the maj( irity of householders would probably 
submit to a slight increase rather llian incur the loss 
occasioned by tlie altei native. Thus economic friction 
tends to throw part of a new or an incieascd rate 
ujion existing occupiers, and the old maxim finds 
illustration that “rates lend to stick where they fall.” 
Of course, the converse is true that a reduction of 
rates during a period of contract benefits the tenant. 
Tliis proposition is, however, rather an academic truth 
than a result of experience, since a fall in rates is an 
event of rare occurrence 

The /qual division of rata between occupier and 
owner has been advocated for England and Wales in 
the interest of equity. The system already obtains 
in Scotland and heland. Assuming the free play of 
economic forces, it does not appear from the previous 
analysis of different cases that this arrangement as 
regards primary incidence will affect the ultimate 
i;4 
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incidencti in any material dq>ree. It may, however, 
remove an .ippareiit iiijuiiticc, and thus allay irritation, 
and, So far, it is worthy of coiisideralion; hut'as a 
mutlei of ecuiioiiiic action it caiinut f^reutly inducnce 
llie ultimate adjustment which lakes place between 
rates and rent A hiwcjln;; of the occujher’s rates by 
this means v.ouhl in linn send Uji his lent bj' the 
differcnce tiuouyh the acthm on demand for house- 
accominodation. The shiftini; would, no doubt, I« 
blow in operation, and meanwhile, as an elfect of 
economic friction, tlie ocinjiicr would derive some 
benefit, liut it is more coinenient and economic tliat 
rates should be jiaid in one sum, and fur sundry 
reasons they can best be collected fp>m the ocaijiier, 
except in the case of cheaii tenements wlieie change 
i)f tenant may be fnsnient and collcilion diffault; 
it then becomes simpler to adopt the system of 
composition under winch the owner jiays the poor 
rales on the wliole pioperty, whether let or empty, 
and obtains a reduction of some lo to 20 per cent. 

Rates upon nmluneiy increase the cost of production, 
and fall mainly upon the consumers of the jjoods. The 
rating of machinery is defended on the ground that 
since local industries derive great advantage from 
expenditure upon roads, drainage, etc.,it seems reason¬ 
able that they should contribute to the cost The 
value of machinery is, however, a very imperfect 
measure of these advantages, and liears no definite 
ratio lo die value of the local service. Moreover, 
machinery is capital and an ii&portant factor in 
employment and heavy rates may inflict serious loss 
on local industries by placing them at a disadvantage. 
A special tax upon any instrument for the production 
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of goods is uneconomic, nnd tends to check employ¬ 
ment and production; if the tax be general, part of the 
burden is shiflcd forward and fails upon the consumer 
as a rise in price; this tends to limit demand, and thus 
a part is shifted backward on the piuducers; ultimately 
supply and demand accommodate themselves to the 
advanced price. If the tax be local, the industries in 
that locality suffer in competition with others. The 
attempt to discriminate by taxing immovable machinery 
only is not very logical; for the distinction between 
movable and immovable machinery is somewhat arti¬ 
ficial, and does not toucii tlie essential point, vii., tliat 
both are capital. A stationary engine and a loco¬ 
motive are alike instruments of industry and means 
of employing labour. Why tax a dock crane rather 
than a steamship, which is the cause of the crane's 
existence? The taxing of machinery seems to be a 
peculiarly uneconomic method of distributing local 
taxation, and one in which the incidence is likely to 
be harmful. 

In France, Italy, and some other countries a consider¬ 
able part of local taxation is laised by taxes called 
octroi, which arc duties levied on articles of comsumption 
(food, liquors, fuel, and building materials) entering the 
towns. From oirly times the octroi has been levied 
in' France; formerly one-half ot the yield was paid to 
the king. The octroi duty, along with other indirect 
taxes, was abolished in 1791, but it was reinstituted 
in 1799 for local purposes. In Paris the octroi now 
constitutes half the'municipal revenue, and it has been 
widely adopted by other communes. An octroi is in 
reality a local customs duty, Inconvenient, clumsy, and 
costly in collection; its incidence is heavy upon the 
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poor, since it is levied mostly upon necessaries; it 
increases the cost of living, and the burden of the 
tax is not distributed in any degree in proportion to 
the benefits gained from local expenditure; yet, where 
custom has rendered it familiar, it is diflicult to 
suijstitute a different system of taxation. 

The octroi .s) stem was formerly emiilo3'ed in Isiigland 
to provide funds for making roads and other local 
outlay; it still exists in the form of coal-dues in a few 
lown.s.' The I-ondon coal-dues, when they lapsed in 
1889, yielded a revenue of ;f450,000. Their history 
is interesting; they originated in npi as a tax of 4d. 
per ton on all coal entering London (then by sea); 
the tax was paid to the Conservators of the Thames 
for the purpose of keeping open the port. An additional 
Sd. per ton was added in i()94 to pay off a debt of 
the Corporation, and another id. was added in 1807 
to rebuild the coal exchange. This cumulative tax' 
of 13d. jwr ton continued to be collected by 
the City Authorities over the whole mctropolit.an 
area until 1889, ultimately at some 250 points; mean¬ 
while coal entered mainly by railway. The revenue 
was expended chiefly upon large jiiiblie injprove- 
ments such as the Ilolborn Viaduct and thg Thames 
Embankment. 

The coal duties were abolished as being incapable’of 
economic defence; they raised the cost of a necessary 

' The city oi Inverness raises nliuut |vr annum for local 
puiposes l)/a kind of oitioi im niuiinodkics eiilciuig hy land or 
by the Caledonian Csnal, hut i;Qod5 coming by sea and [laying 
haibour dues arc exempt. The major part is raised u|xin -cnal, 
whisky, and cattle; but a large number of articles, including pig 
and wrought iron, contribute. 
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article of consumption and wcie veiy onerous, prrss- 
injj especially on the poor, and on the industries 
carried on in London, which they placed at a< dis- 
advautajjo with competitors elsewhere. Further, it was 
urged that the system was an anuchruuism; it ignored 
the growth of the metro[)olis and of local gowrn- 
mcnl; a body elected within a hinited district exer¬ 
cised the right of taxatii'U up m a in i’cssary of life 
over the whole metropolitan area, and had entire 
control over tlic expenditure of the duty thus 
levied. 

Betterment .—The great public improvements cITectcd 
in the melrn[Kilis during the last thirty years and the 
increase in grouml-values which they have occasioned 
have brought into prominence another problem of 
local finance under the name of lietlcrment. This 
term has two uses. In one sense it refers to the 
■fetet that private property is increased in value by 
the expenditure of public money uiJOn local improve¬ 
ments, as by the opening of a new thoroughfare. 
In the other sense it .stands for the principle that 
such enhancement of value warrants the imposition of 
a special charge upon the owners of property thus 
improved; this can lie made either by an annual 
rent-charge or ,by one capital .sum assessed upon 
tht, property. In Kngland the principle of Better¬ 
ment has been adopted by the Loudon County 
Council, but it has long obtained in the United States 
under the title of “spceial assessment" Professor 
Scligman stales thsit the idea was origiiiaMy copied 
from Kngland; after the Great Fire of I-ondon many 
6|iecial improvements, created by the reconstruction of 
the City, were charged upon the owners of property 
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bi ni fitad thereby.’ The Amriican prinu'plc of “ special 
assc.s.sment’’ is that, wlicii any propcity has increased 
in itiarket value by means of public expeliditure 
incurred lot pmposes of general utility, the owner of 
the properly can erjuitahly be required to cnntiibute 
a capital sum towards that outlay The payment 
differs from a local rate in sub.sfituting a capital 
sum (jncc for ;dl in quittance for tlie improvement. 
The “ benefit ” is assessed by a proiier authority 
u]X)u prrqjerty within tlie zone of iiniirovcment, and 
is based upon ceitain .necepted tests—the improved 
uiaiket value, the extent of property, the amount of 
froalane, etc. It is claimed that the system works 
well by denmnding at o!ice pay[nent for wliat would 
otherwise become an unearned increment, anil the 
matter is adjusted promptly and permanently. 

The Tower Bridge Act (1S95) afforded a test ca.se 
of the application of betterment by the London County 
Council as an “annual improvement charge,” but in this 
instance the expenses involved almost absorbed the 
charges made. Practical difficulties arise in marking out 
the zone or area of betterment, and in estimating and 
apportioning the degree of advantage to each property 
alTectcd. Another point raised in the problem is that 
of “wursement,” or compensation fcr property said 
to be injured by the changes which produced bqlter- 
ment The claim for “ worsement ” is considered when 
it concerns some other part of the same estate, but 
nut when it is made on behalf of other areas or 
properties, as it is held that tbb general tendency 
of public improvements is to advance the character 
and economic value of the whole district; the 'zone 

‘ See “ Pepys’ Diary," 3rd December 1(167, for a note to this effect 
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of bcnufici.il influence exteii'lb, like llie ri|iples cau 5 cd 
by (Iriippiiiy a stone into a pool, until jitadually 
the whole aicii is afllited. While, therefore, Lome 
properties iiniy sinlhr teniporary lo.s^ from a liiipc 
public rcoru.lru'tivc opn,itiou, they ultimately gain 
from the, pujuauent auv.inl.ige coof'ired upon the 
whole locality bv the itupiovement. Si.)Uieluues the 
praclieal difliaiUii'-, in the applie.ition of the lielter- 
ment piiiieiple aic uvouled by the adoption of 
the .alterii.itire piio,i;.Ie of “ reeouiimeul"; by this 
is ine.mt that the lotal authoiity ai.i)idieb by 
pureh.ise a large area in the ilistiict that is to be 
improveil, ami recovers in the improved ralue of 
this area the whole or the greater part of the eo.st 
of the bi'hcmo. The loc.il authority ran, .liter the 
improvement, r'-scll the estate at the improved value, 
or, what is th night better, can icLiin the .sites and 
Jet them on budding leases for periods of time, thus 
seeming the betterment value in ground-rents. Of 
course there is in tiiis method a speculative element. 

'J'his piiucijile was adojitcd by the. London County 
Council in the case of the c-xtensive Str,ind improve¬ 
ments. It was contended that when the estimated 
ground-rents of the future arc compared with the interest 
value of the money Ijorrowed for the ptirpo.ses of the 
scheme, and when the benefit to the Council arising 
from letting the surplus property on terminable building 
leases with revcrsionaiy intere.st to the Council is also 
considered, it will be found that this scheme will ulti¬ 
mately be profitable bi the community.* * 

1 Extract from letter of Mr G. F. Shaw Lefevre to Tkt Tima, 
29th April 1905: 

“ The cost of acquiring this great property, and of rehousing in tht 
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Should the Strand experiment justify these anticipa- 
titms, it will be an arf'.umcivt for the recoupment principle 
in uiban inipiovcmenls.^ 

The alarniinjT j^rowili of l(»cal taxation in recent years 
and tlie simultaneous extensive iticreasc in the value 
of town lands, which becomes apparent ulicnever any 
sale of buildino land takes pirn e, a*. wi II as in the rise of 
rents, have dnu\u public attention tt> the subjoct of the 
monopoly of town lands and have ^nveii lijur to several 
movements fur easiiifi tire burden of local taxation. 
One of these is an aipi.ilion for the Unwliou of 
or siti'-valne^ as a source of public revenue. The arm 
is, by some form of taxation on buildinij sites, uhelher 
occupied or vacant, to apprnpii.itc the “unearned 
increment'’ of land, more particularly in urban districts 
wiicre the increase in iiermancnt value is very obvious 
in the j;iuuth of rents. It is arj^ued that this increase 
in value is not due to the outlay or enterprise of the 
owner, but lar^^ely to society and to public e*xpendi- 
ture upon road.s, sanilation, open .spaces, etc.; and that 
it can therefore equitably be approjrriatecl for public 

tjeij;ht)oiirhoofl 3.800 persons nf tlio Inbounri)' class dispossessed 
by It, was estimated ;it 1 he value ol tlic aica of 

recoupment was csliinalcii in the iisnal \\n\, by taking tin* sollm); 
matVet value of the ^rnund<rcn(s foi wmeh tlic sin|ilit.H laod was 
cxpi'ctcd to lot, at /^4,lfi4,0(X), and 1l)i* net cos^ofthe s' liciup thus 
anived at w.is pul at /743iW), irje>|JC(lur of anylot.*> icsullwg 
from the interval between the pun base ot ilic piopeity .'uiU-the 
leltin)^ of It on lease, wlmh in any rase would necessarily be of 
consiclerahle amount. 

“But the Council is not bound to sell its )>round-rents It is 
allowed to hold them as secuirts’ fur rls sinldnA fund. It held that 
the ti lie rnoaflire of the (ost ul surh n sdicmc w.u the difference 
between lire estimated ground-rents and the interest of the money 
borrowed (ui the purpose of the sclmme.” 

' Aftei remaining vacant for nearly ten yc.iTs the eastein end 
was let to the Australian Government, and in Ocloboi 1919 the 
westein end was let at a lent of ^?5,ooo a year for the piiipuse of 
an excbantie, with exhibition and sale-ioom. 
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use. Unque.stiuniib1y the high monopoly-vpluc uf 
certain land is due to the growth of population and 
its aggregation in towns, to the concentration of com¬ 
mercial activity and capital, and to the social wealth 
and productive energy compreiised into liiuitcd areas. 
On what principle can llie Stale appropriate a ‘.hare of 
this enormous wealth, which tends to almost liedlli'ss 
expansion without any special effort on the (i.irt of 
the owner ? The problem has frequently been raised; 
it was unsucces-sfully attached by J. S. Mill, and 
subsequently revived by the advocates of lire single 
tax. The question is much too intricate, and v.a.st 
for present discussion, and its full examination is not 
wholly appropriate to the task in hand, but a few 
of the difncultlcs may be stated, 

The chief argument for special taxation of land 
values is that there exists a great distinction between 
■land monopoly and other monopolies, in that land is 
the fundamental factor in ail production, the prime 
necessary for existence, and is strictly limited in 
amount To this it is replied that private ownership 
of land was found expedient for its development, that 
this principle is the active stimulus in the settlement of 
new countries, and is also the chief cause of successful 
agriculture in old countries. Also it is urged that if 
refits have increased rates have increased in the same 
proportion, and that this increase of rates fails upon 
the ground-landlord. And it is asked, how can it 
be determined what part of the increase in land-values 
is due to outlay, firrc-sight, and management on the 
part of owners, and what to other causes ? Further, It is 
often stated that the rent of much agricultural land pays 
a very small percentage on the capital which has been 
l8l 
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sunk in it by the owners. Urban land also changes 
hands frequently by sale, and on each occasion the 
purt^iasers pay the full capilal value for the increments 
to rent in the price. Appriqiiiation of the increment in 
such cases would be .simply confi.scation, 1 low ace these 
various ohjcclions to lie dealt with ? Mill sir;!',estcd that 
a genertil vtdu.ition .should be made, and that tl.e appro¬ 
priation of the incremeiita should take pi,ice from some 
fixed future dale; this, however, would only po.st|ione 
the difficulty. Tlie presoni proivisal is that a vaiu.ilion 
of .sites he made foi the |uirpn.se of sjiedal r.itiug. It is 
difficult to sec, however, on what basis this can he made 
other than by reference to the rcots they fi tch, or how 
the site taxation will be earned out .so as not to confis¬ 
cate capital values for which the full price ha.s been 
paid at purchase. 

A;;ain, it is pointed out that land is only one instance 
out of many of the forms of unearned increment; 
that all profitable stock exchange liansactions and 
all cases of increase in values of investments are of 
this cla.ss, while of the same kind are all business 
speculations from which more than average profit 
is derived. In ever}' w,alk of life there are some 
individuals who earn more than tlieir fellows by “mere 
good forlune," due to extraneous ciroumstan’ers'and in 
no sense to their own efforts or ability. A further 
difficulty is the trealnieiit of decrements: how are 
tl’icy to be dealt with? Does the principle of equity 
allow increments to be taken and decrements to be 
ignored? Again, in all cases iX property there are 
many interests at stake, and numerous legal obligatioits 
have been incurred. On analysis the subject seems to 
bristle with difliculties and complications, the equitable 
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solution of which will demand great Irnuble, lime, and 
expense. Meanwhile the problfm picsses urgently for 
some solution. The ennnmm.s ri.se in value of town 
sites and .suburhan land p/ies on coiienirenlly with the 
increa.se of i.it. s and local indel)tednes.s, The burdens 
ofrntc-paj'u.i in Ibe ever-e.vpanding towns are constantly 
growing, and fiom the ;.anic uiii .c problems of poveity, 
of wages, rent, bousin';, and tin initiation of industries 
are bcconiiiig mole sprious. Several Royal Commissions 
have made empiiries and repoils upon the .subject, which 
constitutes at present a most iiri'-^'iiiy and difficult 
soci.al proliUin.' It is es'eiili.il that some ocliiitable 
method should be devised wliirli will enable the com¬ 
munity to defray the expenditure incident to its own 
development from the incicase in the values whieh 
are created thereby. Hut before the burden of local 
taxation can be reili.stributed by ta.xation of site-values 
the dinicullic-s here described raii-st be resolved, and a 
working scheme propounded, which will deal ecjuitably 
with the many interests involved. 

The economic cITcct of a tax on ground - values 
(su[)posing it capable of being imposed equitably on 
the dilTerential monopoly-value only) would be almost 
entirely upon rent-owners; it could not be shifted, 
except to'a small extent indirectly. If the tax were 
such as to diminish in any degree the supply of land for 
building purposes ••omc part of the tax would be .shifted 
to occupiers by a rise in rent, as a consequence of a 
relative .scarcity of dwelling-housc.s; the major part 
would, however, always remain with the rent-receiver. 

* For a very lucid account lit the present position anil the pro¬ 
posed ‘methods of taxing sues, sec “ Hating of Land Values,” by 
A. Wilson Fox. 
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EX'IRACT moM RhI’OKT OF KuVM FOMMl.sSlOIs 
ON 1.(>(AL lAXA'IION; liMNt. 'lllh ^l’MMAKY 
OF I'llE M-:i’.\KA'lK KKFdll'r ON UKi!\N FATING 
AND SI'1K-VALUE.S SiONEO FY ilVK COM- 
MISSIONKKS (iMon 

I'l ntay be coovcniciit tlial wc slioulil la-ic Inii'iU Miiiinuilbe Uu 
lunclubiuiis wliuli wc Iriiiiu'd u:i llu ((u^v'ion oi IJibuii 
F.tliug, and to ii(.siic lu iiitl b])ci la! alk'nliuii. Tlicy 

uic follfjws:— 

(1) That inibcoiiLeption and exaggeration aie specially pivvalunl, 

on this subject. 

(2) Tiiat, asa iu)e, others fxisulcs tiic freeholder aie inteiested 

iu site-values. 

(3) That the value of the site as well as of the stiucture is at 

present assessed to lates 

(4} 'i'hat, while site-value is enhaueed automatically bj'cxtraneoub 
causes, yet it has no monopoly of siuh cnhonceniant; but 
that the outlay of rntepayerb’ money dovb increase tlip value 
of nrban sites to a special, though not cosily measurable, 

extent 

(5) I'hat site and structure, whkh arc now combined for rating 

purposes, dilTcr so cssentiolly in character that they ought 
to be sejiarately valued. 

(6) That, when separated from structure, sile-value is capable cf 

bearifig somewhat heaviei taxation, and should be made 
to bear it, subject, however, to strict respect for existing 
contracts. 

(y) That the differential treatment should take the fonn of a 
special site-value rate, payable in part by means of 
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dc<]uclion frunt icnl nn the Inruiue Tax me^od, and 
that thus a part ot the burden sjiould vUiltly fall on ihobe 
.who have inteiehts superior to tliu.se oi the occupier. 

(8) That, subject to the cundit{»n» wliKli we b.ive sj^'cirierl, 

tlie special site-value rale should be (li.it;<ed b xes^iect 
of imuccupied piopcrty and untovereil Uud. 

(9) That, li proper re^*ard be had to e(]uitnb 1 e considurutioos, 

the aniuuiit capable of bein^ raised by a special sue-value 
rale will not be lai^e; and that llic pioceeds of it, what¬ 
ever the amount m.iy be, sliould in relief oi lucai, not 
Imperial, tdxatian. 

(10) That It maybe well to a])ply the sdieme on the principle 

ui ' 4 (Kal option," and to limit ilie inimcdute intioduUion 
of It to urban places having’ a poputation in excess of a 
given number, and of a given density. 

The advantages which can he claimed for the piopusa) ate, 
we venture to think, not inconsiderable. 

(1) It would conduce to plat mg the utlirm r.itmg byslem on a 

iiioi' C([uiub]c and llms sounder, basis. 

(2) It would be making the groutid-owmcr, and others who may 

under ihe leaseliold system acquire aii interest in site- 
value', contribute somewhat more to load i.axation than 
they do now, and the contiibutioii would be direct and 
visilde. 

(3) It should go sr>me way towards putting an end to agitation 

for unjust and confiscatory measures. 

(4) It would enable deductions for repairs to be made solely in 

respect of the buildings. 

{5) U would do something lovimds lightening the bnidens In 
Ti'bpect of budding, and thus something towards solving 
the diflicult and urgent housing problem. 

{(>) It would tend to rectify inequ/lities between one district 
* and another district, and between one ground-ownct and 
another ground-owner. 

(7) It would, or at least it should, conduce to the removal of 
some of the widely-spread misconceptions which seem to 
prevail, not onW in political circles, but amoVg economic 
autliorities and resiionsible statesmen; for, while it would 
be an admission that there were defects in the urban 
rating system and an attempt to remedy those defects, 
it would show thul there is no large undeveloped source 
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of taxation available for local purposes, and still less 
for national purposes 

WcVinild point out that, if a niodenitc proposal to effect these 
objects IS tvei to be made, it would be specialty opportune to 
make it at a lime wlien, uuJrr the scheme'' nhich we .iir putting 
furward, the buidcn of rates ui tcjwns will bi. .i])prcciably relieved 
by making use uf ibis uppoiiumty, tt will be possible to iniioduce 
a sound and advantageous piiiiciplc into our 1 «)( al Uxatinn without 
disapjxnntiuK legitimate cs]>cctatiu4» More cspecudly, since any¬ 
thing that tends to lelteve the pressure of local taxation, or to 
prevent the growth ol it, mu&l nllimately, sooner or Uier, hencHt 
the owners of site-vaiufs, it seems desirable that any increased 
provision made by the State in aid of services locally admimstneil 
shall be accompanied «ilh &umc uuke-wi ighi in the slupe .o 
'^witci's sitc.\itlu^ ILlC. 
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2i.(k>7,wk) o o 

--lOo, 170,000 o o 


/■ 97 . 4 <)-». 9 C 8 '7 t 


TolAI I'>Pl.NnrTlil'lt . 

1 R 8 









VirjANCE AfCOUNTS (TI[E UNITED KINC.DOMJ, 

i'A3 '4- 

EDI'CA'IION, hltlI’,Nl.li, amj Ai;t 


Boiird oi Ediualion . 

Zi|,W'>. 3 U 

Biitisb Miiiciim 

. 202,50K 

NationaUjallcjy 

22.2; 5 

National PorLiait (<ulUiy 

b /'77 

Wdllatr Collection . 

7,577 

StaBnuI House . . 

. 2/100 

Scientific Iti\esii^alion 

. 1 o>i,7o8 

Universities and Colleges, (heat Uiitain ; 

[i lUl 

Wales . < . . 

. 314.300 

Sc(iij-\Nr)— 

I'ublii Kdnration. 

2,1711,Sr2 

National Gallenes 

(),88i 

Irehnh— 

Tublic Education . 


Endowed S( hooLs 

• 

. (;to 

National (iallery. . . 


Science and Art . 

• MO,450 

UniversiLses and Colleges 

. t?s,Soo 

f 19,8. .9 ^30 
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FINANCE ACCOUNTS (THE UNITED KINGDOM), 1917-18. 

lUl'llNTlITUKB. 

CmtoMalfd Fund Srrvu i y, 

WiiU'inal [Mil S-ivin‘v“ 

ItiskU till' I'l'ki'il Lklil l'liiii('f' ■ • 

ihe I'lxi'il IVhl Cli.Df'r 

;£19,828,000 
170,4 23,OCX) 

l’jvii)ci]t$ Li> r<tiCAl Ta^nlioii 

Other ('MiiS'ilitliioil I'nml .‘h'ujus 


.^180,851,000 

q,7}l,ocx) 

1.670,000 

TiiUil O'liviliilai'.’ii I'unil Sim 


7,201,352,000 

.‘i//.'//j'.Si 7 ?V. <1 - 

i^l)ny ..... 
N.ivv .... 

AIiiii.tiyol iMunitiiiii. . 

Civil .StlMlC 

('uaIuiii 7 , Km.isc.iiiiI Tiilnini riiimn. . 

I’obl OltV c. Sen ii ls 

T-iial Supj'l) Sfuitca 

VotCbOiClL'lllt 

17,000 

1 lF>0 
6i,?!J,'ir(0 
1;. rs<',o'K> 

92,160,000 

2 , 402 ,Su'y,Csx 3 

(Ih\nii T'*r 4 i, 


72.690,221,000 

Otlici Eiik'h a', f h.'H'i ililc to ('.'pu.il — 
TeUpi.\)’lii t-'l'iiK j) Art . , 

Tiisl < »(fici' Act 

lluusmp Act.... 

iflfivtlCO 
0^,0.10 
4^},ujo 


(JrjiNTi Toiai. FArFNiiiTnkfc . 

/, 2 , 09 (),‘M 7 .orio 

KKVbSUK. 



Customs . t ■ • 

Kxrisv . . . . • 

F.Mdie Ouly . . . • 

.Stani|is . . . . ' • 

l.'iitdTn: . . • > 

Hi'iise Itiify .... 

lnc'»nic'T.ii nn>l I'at 

Kiii-ss l'l<lllt^l)u1y ‘ . . ■ 

Ixilid Value Dulles 

1916 17 
^70,561,000 
5^1,380,000 
31,232,000 
7,878,tx» 
640,000 
i,9,]0,ooo 

a(i 5 ,fi 3 j,tx» 
iji;,1)20,000 

521,000 

1917-18 

771,261,000 

38,772,000 

3i,67i,ocD 

8,3oo,ocD 

^5,000 

1,960,000 

230.509,000 

220,214,000 

685,000 

Total fiom T-izcs . 

/ i;i 4 .io?.no'» 

7613,040,000 

I’n^lal Sen'ice , . . • 

ToleRiapliScuicc . 

Tell plione Service . . • 

Crown liUnrU . ■ 

Keeripls from lyuns > • ■ 

Mi»q^aneous . . . • 

7^24.350,000 

3,350,000 

6 , 400,000 

650,000 

8,056,000 

16,517,000 

725,200,000 
3,500,000 
V 6,600,000 
690,000 
6,056,000 
52,149,000 

ToUl fioni Non-Tax Revenue 


y: 94 , 195,000 

Total Rkvbnds • . 


^^«IAK•'XO 
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EXCHEQUER BALANCE SHEET (1917.18).’ 


Exchequer Balance, 31st March 1917 

;£26,436,000 

Rivknue . 

Money raised under the War Loan Acts, 1914-17— 

707,235,000 

Treasury Dills ..... 

508,885,000 

3 per cent. Exchequci Bonds, 1930 

12,021,000 

5 per cent. Exchequer Bonds, 1922 

82,270,000 

6 per cent Exchequer Bonds, 1920 

48,000 

War Savings Certificates 

62,200,000 

4 per cent. War Loan, 1942^ 

5 per cent. Wai Loan, 1947 • 

168,083,000 

National War Bonds .... 

6i4,2154xx> 

Other Debt ..... 

620,435,000 


Hot ,828,000 


Kxpemditurb. 

;£2,696,221,000 

Advances ...... 

211,000 

Depreciation Fund, 1917 

34,580,000 

War Loans, etc., paid ofl* under Finance Act, 1917 

12,916,000 

War Expenditure, etc., paid off . . . 

629,000 

Old Sinlcing Fund, 1908 . . . . 

^ 10,000 

Old Sinlcing Fund, 1911 . . . . 

27,000 

Old Sinking Fund, 1912 . • . 

‘949,000 

Ways and Means Advances Repaid 

25,25^,000 

Exchequer Balance, 31st March 1918 

21,030,000 

^2,801,828,000 




RECENT CHANGES IN FINANCE 


1909 . Income Tax—The general rate to be ii. ad. in the 

9d. on “ earned incomes" up to incomes of j^aooo; ii. on 
*^eanied incomes” from/sooo to ;(^30oa ^ 

A Huptr tax of 6d. on incomes exceeding j^Sooo upon 
the excess over ^3000. 

An exemption from income tax on ^ro for every child 
under sixteen on incomes less than ^500. 

A special relief to owners of land and houses in regard 
to espemlilure on the upkeep and improvement of their 
estates. 


Death Duties.—The scale of graduation of the Estate 
Duty to be extended as follows 


On ^100 at! per cent. 
») 50® »i 2 1 ] 

» 1,000 „3 „ 

,, 5*000 „ 4 j, 

„ 10,000 „ 5 „ 

„ 20,000 „6 „ 

„ 40,000 „ 7 „ 

„ 70,000 „ 8 „ 


On 100,000 at 9 per cent. 

„ 150,000 „io „ 

„ 200,000 „ II „ 

„ 400,000 „ 12 „ 

„ 600,000 „ 13 „ 

„ 800,000 „ 14 „ 

„ i,«o,obo „ 15 „ 


Settlement Estate Duty increased from i to 2 per cent 

The 3 per cent. Legacy and Succession Duty on 
collaterals to be raised to 5 per cent, and the 5 per cent 
to 10 per cent.; the i per cent, duty to be reimposed and 
extended to husbands and wives with certain limitatiQU 
and exemptions. 

Gifts intir xhvos made within three years of death to 
pay duty if not less tiian j^ioo^ and unless made for 
charitable or public purposes. 

Diamp Datiee increased. On the transfer of real profhfty 
of j^5oo and on leases the duly to be double^r ’ . <' 

On stocks and marketable securities the scale tof ditty 
on contract notes to be 6d. for to/iooy is. 
to /500, as. from /500 to ^1000^ et&i up tft a.OH^na. 
of aos. for over ;^ao^ooa i ' 
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RECENT CHANGES IN FINANCE 


Ooitoai ud fizdie.— On spirits an additiontl duty of 
3S. 9d. per gallon. Tobacco doty increased from 3s. to 
3s. 8d. per Ih. A new duty imposed on motor spirit, of 
. 3d. per gallon, and a licence duty to be requirad, by 
manufiicturcrs and hy dealers 5s. 

'Phe duty on Motor Cars to be increased by a scale 
based on borsc-jwwci, commencing at 2 guineas for 6^ 
b.'p., and rising to 40 guineas at fyo h -p. 

Daties on liiiiior Licences raised, and the system of 
assessment changed. 

The Duty on Publium^ licences to be hdlf^ and 
that on lieer-huse JMfnefs OM thtM of the annual value 
of the premiscfl, with a minimum m each case in pro¬ 
portion to the population of the licensing district. 

For HoUlt and Restaw<\nU the duty to be based on 
the ratio of their receipts from the sale of intoxicants 
to their total receipts. Cluh to pay a direct tax based 
upon the sales. 

Masuflietarui’ Licences Instead of a fixed duty to pay 
in propoitioD to the output on a scale 

up to 50,(xx> gallons. 

£^20 from 50,000 to loc^ocx) gallons. 

A further £ 10 for every 35,000 gallons. 

Brewers of Beer,— £\ up to too barrels. 

£1 from too to 200 ban els, 

and 13 S. extra for every additional 50 barrels. 

WhoUsols dealers to pay an inaeased, duty on 
licences. 

For spirits a rise fiom ;£io to ;£i5,151 
For beer an increase from ^3,3s. to ;^io, 16s. 

Bond Iniffovraunt Aocoimt— The dimes derived from 
oiptor spirits and the additional duties on motor 
cars in excess of the old dmies to be devoted to the 
improvement of roads. 

ttaUng Fnsd for the lednotlon of National DeU to be 

.' induced from ^38,000,000 to ;f24,5oo,ooa 

m 



RECENT CHANGES IN FINANCE 


1910 . No change in taxation. 

1911 . Np new taxation, but an addition to Budget. 

Out of the surplus a sum of /i,5cx3,ooo wastallo^ 
cated to the construction of Sanatoria for con* 
sumptrves, and ;f3|356,766 was applied to the 
reduction of the Debt. 

Salaries of Members of Pailiament were author¬ 
ised at the rate of £^oo a year for memliers not 
holdmg any salaried public oilicc. I'he first pay¬ 
ment to be made on ist September 1911. Estimated 
cost, ^250,000 pel annum. 

The import duty on cocoa modified so as to 
remove the possibility of proteclum. 

Liquor Licence Duties slightly reduced. 

191 & No change m taxation. 

Out of the surplus ^1,000,000 was applied to 
additional Dreadnoughts and ^5,000,000 to reduction 
of Debt 

191 S. No change in taxation. 

1814 Income Tax.*-Free up to ^i3o.^Thc general rate on 
earned iHi omes to 

9d. in the £ on incomes net exceeding 1,000. 
lok. „ „ „ 1,50a 

IS. „ „ „ 2,000. 

IS. 2 ( 1 . „ „ . „ 2,500. 

, On unearned inames— 
is. ip tlie £ on incomes not exceeding ^3oa 
IS. 2d. „ ‘ „ ,, 5 ®®* 

IS. 3 ( 1 . „ „ exceeding 50a 

A Super tax of— 

5d. on each £ of income in excess of 
7 d. 11 » n 

9 *^* II , 1) 11 4 i 5 **^ 

iid. ft „ ,1 5 i 5 ^ 

Is. id. „ „ I, 6,50®* 

IS. 3d. ft „ » 

IS. 4 d. „ „ 8,50a 
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RECliNT CHANCES IN FINANCE 


Exemption from intumc tax of /20 on each child 
under 16 years of age on incomes not exceeding ;£5oo. 

Extension of relief to owners of lands tlnd houses 
will) rt'gaul to e\p)‘ijditure on upkeep and improve¬ 
ments (from ^8 lo fji on houses). 

Death Duties.-'I he smlc of i.itcs of Estate Huty to 
be on the value ol the estate, as follows - 


Oni 


Ni/l cxcrnlm,; 

K.lt. 

loo 

.ind 

500 nt 

i'/ 

5.XJ 


1,000 „ 

2% 

1,000 

„ 

S,ooo „ 

3 ";: 

5,000 


U'jCXXJ „ 


10,000 

,« 

■•t.>,(joo „ 

■.i 

30 ,'>U 0 

91 

40,cxo „ 

f'X 

40,000 

]> 

60.000 „ 

7'/ 

6o,oou 


8o,ix)o „ 

s;' 

80,0110 

1, 

iuo,(x» „ 

9 X 

IOO,OCC 

I’ 

15.VX10 „ 

io /„ 

150,000 


2OU,O0fi „ 

<<■/. 

200,000 


250,000 „ 

12% 

250,000 


320,000 „ 

13 % 

3oo,cx)0 

„ 

350.000 „ 

Mi: 

350,000 


400,000 „ 

MX 

400,(XX) 

>1 

500,000 „ 

tf’Z 

500,OCX) 

1, 

600,000 „ 

i?:', 

600,000 


800,000 „ 

18’ 

800,000 

„ 

1,000,000 „ 
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National Debt—The Sinking Fund fur reduction of 
the Debt to be leduced from ;£34,500,000 to £23,5001000 

April 1916 .—Further increase of imomc tax. An elaborate 
scale from £>30 to £t,ocx>,ocx>, highly graduated for 
iarntd and uruarrud from £130 to £3000, tnaximum 58.^ 
with si^ ioA from £3oc»*to £i,ooo,oooy from 377d. 
peri;to997d. per^;. 
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RECENT CHANGES IN FINANCE 


Table showint; how the E&limated Keceipls in i9i9’2o from 
Revenue and from borrowings to meet Capital Expeudituie com¬ 
pare with the corresponding Receipts m 1918-19. 


On IUsis of Exist tno Taxation. 



Receipts 111 
lyiS vj. 

Jj'stiinale fot 
i(,]>h!A>nii Miisib 
of CMMing 
'1 diatioii. 

Kitimatr feu 

3 c\ more 

I 1 )<'l li-ss(-) 
ttun Rccripis 

111 1918-19, 

Customs . 

Excise 

1 

102,780,001') 

5 ‘J. 4 -} 0 , 0 (tn 

/, 

117,050,(XX) 
80,900,000 

'£ 

+ 14,870,000 
-1- 21,460,000 


lf)2,220,000 

I()8,55o,(XX) 

+ 36,330,000 

Estate, etc, Duties . 
SUui}])*^ 

Land 'l.ix . 

House Duty 
Income-Tax (iiulud- 
mg Sui)ci-T.u. 
Excess Profits Duty, 

etc. 

Lend Value Duties . 

30,262,000 

J2,J3t’,tKtO 

630,000 

1,850,000 

i 291,186,000 
285,02t',(AXJ 

6^)4,000 

3i,ixx>,octo 

12 , 000 ,(XXI 

600,oco 
1,900,000 

3S.|,ooo,oai 
; jOo,ouo,oa> 

500,000 

+ 738,OX 

— 438,(XX 

— 30IOOO 

+ 50,000 

+ 62,814,000 
+ 14,972,000 

— 164,000 


622,058,(XX) 

7oo,ocx'i,0(X/ 

+ 77 ,!» 42 ,ooo 

mow Taxks 1 

“84,278,000 

81)8,550,000 

+ 114,272,000 

Postal Service 
Telegra])h Serviic 
Telephone Lcimcc 

29,400,000 

3,800,000 

1 0,8oo,cxx) 

30,000,000 

4,000,000 

7,1x0,000 

+ 600,000 

-i- 2 X,COO 

+ 200,000 

Crown, L'lnds . 
Receipts from Sundry 
Loans, etc. 
Miscellaneous . 

40 , 0 (XJ,(XK> 

760,000 

11,680,000 
53,303,000 

41,(XX,000 
650,000 

9,750,000 

2 o 9 , 7 (X,ooo 1 

d- i,ooo,ox 
110,000 

— i,93<^ooo 
+ 157,397,000 

Total Kbcmi is i kom 
Non-Tax KtvwviijC 

104,743,000 

261,100,000 

+ i< 6 , 3 S 7 ,«» 

Total RKVENUi. ^ 

889,021,000 

1,159,650,000 

+270,629,000 

BoriowingB to meet] 
Expeiiiliture chaige- \£ 
elile against Capital j 

556,000 

3,484,000 

+ 2,928,000 
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RECENT CHANCES IN FINANCE 


Exckss Profits Duty. 

It is proposed to renew the chat^e so ns to cover accounting 

f ienods ending on or aflet ist August IQU), the date fixed l>y the 
as^Act, and to reduce the rate from 8o per cent, to 40 cent 
usftoin isi January 

A corresponding reduction in the i.itc iif Excess Mineral Rights 
Duty IS pru|>osed. 

DkATTI DtiTIKS. 

(i) fAinU' Pufy ' Alkmium of Scale (1919-?n). 

It is priiposod lo inrn'ase the i.ilci of Esidlc I July payable in 
respect of estates e\<ceding ;^i5»«x*i in \alue as sliuwn in the 
following scale * — 

l’iiiiup.il V.iIiK' III I I'lcsLiit Kate II'iiijki'mI R.ili* 


I'ACotsling Niii I r'Tiluif; 

/, /, IVi ivni. 

ion fix* 1 

51x1 l.ixiO 

1,000 5.U0U t 

5,000 l»,ti>)0 4 

10,000 5 

15,000 2u,f*x^ 5 

20,000 25,1100 0 

25,000 jn.oou 0 

30,(jno 40,(Km 0 

40,fi00 5o.rjnn 7 

50,000 (ifi.txo 7 

to,am 7o,ofKi K 

70,000 ix>,aX) Samlo 

90,000 I u>,ao (i ami 10 

110,(XX) ijo,ooo 10 

130,000 150,000 10 

150,0,10 175,^00 II 

i7S,ix>o 2(»,(xx) 11 

200,000 2’^,ax> 12 

225,CH.o ?5r),onn • 12 

250,000 tuo.uoo 13 

300,000 35o.cx)0 14 

350,000 400,000 15 

400,000 4iio,oim 10 

450,000 500,000 Ifi 

500,000 6oo,non 17 

cjb,nao Sa.1,000 18 

800,nno 1,000,000 IQ 

1,000,000 1,250,000 2u 

1,250,000 1,500,000 20 

1,500,000 2,000,000 20 

2,000,000 — 20 


I'lM ci‘ni. 
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RECENT CHANGES IN FINANCE 


Table showing under the several Heads of Duty the Esti- 
rtATM> Rkvi-nuk fiom ('ustoms and ExfiSR m 1919-20, as 
•oinpared with the Aitroxiaiaik Rvcmi-'is m I9i«-i9. 



TQiB-ry Rrutipl'i 
(Approximaa). 

1 

niio-x Esti- 
itisiluU kuceipts 

JirsTOMS 

£ 

L 

Spims. 

5.57'), 

lojcxxxorx) 

Beet. 

— 

7o,uxi 

Wine ... 

I, pK;,iT(>fj 

1,250,000 

lea.. 

lfi,Ci:i5,iXK/ 

14.2W,4IU> 

C Oi'oa. 


I’j.’Oi l,lKX» 

Coffee ami Chi' oty 

7t n'*,! «JU 

680,000 

Siiipir, cti. 

27,i'()7,ixx» 

^4S.i;()o.ooo 

Hiu'd Ktnils 

281,O'** 

5<X),ooo 


4^,2 ’7,001) 

46,850,000 

M«»loi Spi'il 

2,i54,ojj 

2,170,000 

C incina !■ lints 

170,000 

200,000 

Clouks ami Wait he: 

664.1 "-O 

600,000 

Motor (\us .'ind ( v( h ' 

191,01x7 

75o,«Too 

Musical Inslrunict)' 

59,000 

250,000 

Mali hes 

^21.000 

700,01)0 

Table Waters .... 

5,000 

10,00»J 

Olhci Items. ... 

—S<l3,OOr> 

70,0a) 

. 'J’ot.il Customs 

io2,78aooo 

I 10,000,000 

SXCISK 

L 

£ 

Spiiits. 

18,683,000 

42,000,000 

Beer . . ... 

25,421,000 

1,087,UK) 

Cg.Qlo.ooo 

Sugai, etc. 

1,000,000 

Toliacto. 

60,0 '0 

50,000 

Motor SpiiIt. 

71,UK) 


Enlerlaiiihii'nls .... 

7,?n.ixxj 

8,au,<xx> 

M.tlohes .... 

1,707,.JI« 

1,700,000 

lableWateis ... 

1,581,000 

i,5flo,ooo 

Liqiiqr Litenrcs . 

1,258,000 

2,000,000 

Monopoly \'a]ue.s.... 

r 7,000 

20,000 

Motoi Caiand Carnage Lirenres 

271,000 

750,000 

Motoi Spirit Licences. 

379,000 

— 

Other Utences . 

418.001.' 

450,000 

Railway Passenger Duty . 
Medicines, J 1 u)iiig rCaids, 

3,000 

•— 

Coffee Mixtures 

1,009,000 

1,000,000 

Othei Items. 

—40,000 

10,000 

Total Excise .... 

59,440,000 

118,500,100 

TdTAL CUSTOM.S AND EXCtStR 

162,220,000 

2^7,500.000 
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RECKNT CHANGES IN FINANCE 


Xable t'ivinf: Final I’.ai.anci! Siikkt, 1910-30. 


EBTIM^ISU KiVKNUt, 

L . L 

:u«toins . • 1 

]‘i(i|.yiA #(1 cel 
ailJition , r,3^,tjoo 


1x^1^’ . . 6u,(^,uun 

pjojwvi! urt 
aJililiou . 37,0i>U|Uon 


■ i]8,5rsj,cicx} 

a.t7 

'1 1 r, el c., 

Duties , 3T,ofxi,oou 


l'ii)|ii>M J net 
.iddiliou . 3,5<A\ijuu 

3^,910,000 

Stnm|)'. 

1 J,UIO,UI(i 

.and J‘.<\ .... 

iNj-yAJO 

t«Hise>I>uty . • 

uainie - T.i* (inrltidm" 

1,<J00,CJU> 

Su(kr‘l.i'() . 

35J,000,002 

i'.xi. ss Frofit*; iMy, eta . 

300,0(0,000 

.And \ ilue Duties . 

5oo,cx/j 

702.500,000 

TtYTAL RECnnS I'KOM 


TAXtS . . {MOffy\ooo 

''ostal Sa vice . 

30,0(0,000 

relrgiai)}) Set vice . 

4,ooo,<vx} 

rnleplirme Scniit > 

7,000,000 


41,000,000 

''rown I^ands . . 

■teceipts from Sunrtiy 

650,uo 

Lnunb, etc. 

9,7i;n,ouo 

Vli&cellaucous . 

3og,7ixi,(XXi 


Total KKriciHTS kiom 
Nok-Tax Rkvenub / 2 ^>T, 100,000 


TOTAL BEVENUE £1.201.100,000 
DEFICIT 2U,810,000 

£l, 4 HfllO ,000 

Hnnowiugs tn ma-t Eiimi- 
Oituie chdrgraLle agaitixt 
CaiMial , . > . ^3.4^^ .000 


KsUhiATikl} KxPLNniTUKL, xoi 9 >ao. 
CoX&()l.ir>ATLLI 1 «UN 1 J SLKV IO.H, 

L 

Notional Dr lit Si'iiur-s: 
liibidi* Uk' Debt 

rhaiije . . 2f>,roo,ooo 

Oul'iiir ih' Fixed D»l.t 
(.'lui gu . . . ;,.)i>,?oo,ooo 


3(u,000,000 

]'aynu‘nt<> to LocaI 

tiiiu Ai> iiilDls, etc. . «>,76j,Qfy. 

iiK'iit . . 5 ,(juii,iAiO 

Otliei ('onsolidjtcd F’li'i'l 

Scniins . . . T,.1^2,Of to 

Tf)l M t'nVWii lUAli’O 
I'L'NU SFKVklili 


Si’l'l't.Y SKRVirKS. 

/ 

Army. 287 , 000,000 

Na\y.m.,?r<i,otK) 

Airl'orct* . , tiO,'i:x>,iJoo 

L 

(^vll Srivice 44 ,s, 8 u|,ooo 
Sup]il(‘iiu‘idary 

tojOaF.crti 

— 505,804,000 

Customs aiwl Excise, 

liiLinJ Revenue 1 '* 
pnitineDts . . llir 5 J 7 iOOO 

I'ost Utticf Serviifs . • • 4>i274.ooo 


TuTAlSui-I'LYSkkvices /;t,058,315.000 


TOTAL EICFESTDI- 
TpEE . ■ £ 1 . 4 M. 910,000 


Kxpeiiililmf rbaigrable 
EgiuustCipital , . ;Cj. 4 B 4 .ow 
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RECENT CHANGES IN FINANCE 


Tarle giving Balance Sheet, 1931-22, 00 existing Basis in the 
Form adopted in pievious years. 


KsllUATl'U KhViiKl'E, T 9 .*l'Ja. 

I 

CuMonis . . . • isCvKik.cxjo 

Evibc .... uAat»,tioo 

To/jl Ci's'imsattiirui'-e _^j^,ck<i),cxo 
Motoi Vehluli: DlUlC,. y,cwoMo 

Ebtdle, etc., Dutiob . 4>i 000,000 

St.inips . . , ai iMOjOro 

Lsnd Ta\ and 1 [ou*^* Duly 2.500,000 
Income • T.ix (includniR 
Supft-Tiix and Muicial 
Rii^hls Duly) . . . .110,500,000 

I'lofjls Duly nc . T.’i>.ooo.oog 
Corpomiion rioiiis'l.\x . jf»,ooo,«x) 

Ttital InliiAil h'mmie . fij2,ooo,oc» 
Total kncEii'j-fi i-kom 


TAXb-> . 

Postnl Scivicf . 
Telegiapli S<’nirc 
Tdtphoue .‘'m’n.e 


/ 54 i,ocio,ooc’ 

4^,ouo.ocxi 

5 ,000,000 

ii‘,oui,ory) 


TotalP>'\'OflHt . . t^.uXKVJCO 

Crown Lnnil'. . • . 650,000 

Rpcoipls tiom Suiidiy 
Loans, cm. ^ . 1 ^, 000.000 

MisulUjiooiis— 

Oiclmaij Ui'i(',|>ts . . 21,500,000 

Sjx-cial Rccripts . .‘ I500,01x1 

Total •kWKii's.s kki.m 
Non-Tax XhvtNifi, /rqa.fivMion 


TOTAL BEVENUE £1.216,660,000 

Bunywmg^ tn luoci KrjHn- 
ditmi* ilurgeabk- against 
CapiW . . . ■ /T0.470.5o^» 


Estimate) KspENorrukR, I 99 T- 32 . 
CoNSoUbATCi) FunuSurvicrk. 

C 

Dfh! Sfivuf\-^ 

Iiisi'lc ihe Fix^d IXbt 
('lijii'c , . 3 | 500,000 

Oiitiiidf tlie ]'i\ud DeU 
Clkuge , . . 320,500,000 


3l5,ooo,«xxj 

k'vnl Fund, . . . 8,4oo,oco 

lM)nK'uis to I>s(m1 1.00- 

tioii AcTyinits, rto, . 11,115.00(1 

I/ind . 5 , 000,000 

Otiiir Coiisolid.ited I'uiid 

SeiMCCs . . i, 757 jttJi> 

TulAi. Ci!NSfji,io.\irij 

Fund SsRvicts / 171 , 272,000 


SUI'I'I.I SERVIfES. 


loA, 


I 

^/|5,000 

, 479 ,(iijn 

{ 11,000 


Aimy. . . 

N.iiy . , , 

An I'oi rt* . , , . 18, 

«‘ivil Sti VI' «'5 . . . 37 «i, 

(UiAtouLs and ICxcni', .ind 
Inland Kuvoinic I)e- 
paitmcnts . . . 14,701,000 

Office SciMCCs . . 67,ifis,OrtJ 

TuTiiLSui'j’i \ Sekviifji 456,000 


TOTAL EZFEHDl' 

TUBE . . £l,tt0knS.OOO 


I'Apciiditure chargeaUe 
agamsi Capital . . ,^to. 47 »' 5 «> 
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FINANCE ArnniNTR (Till-: VNITFP KTNCPOM), »0!.VT4. 


rnstoms . . » 

K^UbC . . * 

l-slatp t'tc. 

Stamps 

Tax . 

Tloiisj* Duty 

PtofKTiV .111(1 Itkomr l.ix 
Land V.ituc I'ititiio 
FostClliiri' 

Cnmn Lands (»</) 

Siux Oiiial and Siiiidtv I/sins 
Mi-.i-cUaufOU'' 


TofM Kcvi-Nrr. . 

I I 

C.i/fs.V/t/tffrrf Vinul Snvhes— 

1. Natumal lHl)t hciviri*s— 

(/i) I'undod (In 


450,000 0 o 
3 */ o o 

27,^5i),oo<» o o 
y.'iOO.ooo o o 
700,000 o o 
2,000.000 o o 
47,2|0.»vv> 

71 ■ («M> 

3n,8{ifMKK> 

5 A—o 

2,V\L9^| N 5 
. 4 0 


ton si) . 

I'undcd Ptl)l (Tw 
minaMo AnnmlH s) 
{!>) I'niniidrd D'bt (In¬ 
i''rt-.f) . 

(0 M.in.i"tmcnl oi Iho 
lnl>( . 

>J) Nett'Sinl.i'1" r-itul 

• Road I nipru yt nn*n I 
Fund 

\ Paymonts lo 1 ooal 
'I'.ivalion Aicounts . 

I Olln-i Con.sohd I'und 

SiIVIuCS-' 

* Civil Iasi 
Anninlus and Pon- 

' S 1 (>I 1 S . ^ , 

SaL'incs and Mlmi 

* ancH’S 

C/niils of [ii'.luo 
and Misci'lliui'-ous 

J'.TVICCS 

5 SnpplvSfivKts-- 
Aniiv Scivic cs . 
Otdn.uKC' ]sutoii«. 
Navy Sorvlrt's . 
CuiISnvKfS 
C> • Oisloms and Exnsc 
Inland Kcvenuc . 

Pobt Olfirp Soivi'xs 


/2f.,3'li.noo 

15.000 

55,1)01.000 

2,451,000 

2.052,000 

21,<K>7,000 


4,787,108 r6 
5,2''2,o;t) 12 

1.11'),^5|<) 

lbr*,52(» i<) 

.5.2i'5,ll?t 15 


?. 

5 

7 

i) 

I 

■“/Jl.VAOOO 0 o 
i.3‘)I.05X o o 
<j,734.t27 to (» 


1,605,890 6 10 


Totai l'yi»i.Nnmii’R . 

ifig 


160,170,000 o o 









HfjANCE ACCOUNTS (THE UNITED KlNUDOMi 
i')i3 14 . 

ElU’CAllON, SCIf.NLJ', AM] Akt 


Board ol Eiluc <ttu>n . 


Biilisli Mubcum 

. 202,50K 

National (iallciy 

22,2', 5 

National Porlimt (lalU ly 

5/'77 

WalLicc Collection . 

7,577 

Stafioul Flousc . . 

. 2/100 

Scientific Investt^atiou 

. 101,708 

Universities aud Colleges (iieat Ciitam ; 

it lid 

Wales .... 

. 5I4.3OO 

Scoii.\Nn— 

Bubln. Ktluratinn. 

• J.| 7 i',f 7 : 

National Galleiies 

|].88i 

Irehnh— 

Publir Education 


Endowed S< hwils 

. 910 

National Gallery. . • 

• 3 )‘65 

Science and Art . 

. M0450. 

Universities and Colleges 

. 125,800 

iiy, 8 ]' 9 H 3 o 
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FINANCE ACCOUNTS (THE UNITED KINGDOM), 1917-18. 

KakNmTUKB. 

Cfi»soMatfd Fund Serritis, 

IJ.Uii»nal S-xvirt‘s— 

Insi'li tlic riM'tl Debt ('li.iig/' . > 

OuMde ihe 1 'iu‘il IX-bt Cli.u|;<* 

;^19,828,000 

170.423,000 

I'jviDcnU to liitc.il Taenlion Au'iuiit'i 
Oincr('“tiv 4 «litoil I'timl .‘icuKts 


;i'iSti,85i,ooo 

9 , 7 ) 1,000 

1,670,000 

Tiilul OaiMitulai'ni I'uiul Stui 

.. . 

^201,252,000 

.W//r .Si .7 7 v.<. * 

Army , . . . . 

Navv . . • . 

Aliiit.(iyol Munit)iiii< . 

Civi! .su'Uf 

('uJUIIIi, .llltl blllMXi I'tUItUi. . 

IW tJlflU St'MIllS 

Tt.tnl bupi*!) SfiMtca 

Voteii ol Cu-dil 

17,000 

1 o»o 

92,169,000 

2,402,Su'J,000 

(:R^NI^ T«»r 4 i. 


690,221,000 

Otiict KiiK'ri ,e. i h.aj^e vble* lo (‘.'piial— 
Trkpi.iphi iMmikj) Art . . 

i'nsi tlffico ^K.iilw.1)) Act 

Housing Act, . . • 

^JiHs.a'O 
o!;,cMO 
450,UJO 


(Jl’JlNIl TOIAI. FAr>NI»lTrKli . 

Got),9)7.000 

KsVIhNUK. 



Customs . . • • 

Kxnsc . • « 4 • 

Kstatc Duly . . « . 

Stamjis . . 4 4 ' 4 

laindTib: , . • • 

liouse Duly ... 4 

Income'Tax nnri Sti|ici r.'it . 

I'KilitsDuty * . i I 

l«i!id Value Dulles . • 

191C 17 
;^70,501,000 
50,380,000 
31,^32,000 
7,878,000 
640,000 
1,9.10,000 
aos.‘' 33 .o«> 

ijyi'iso.ooo 

521,000 

1917-18 

;^ 7 l, 20 l,CIClO 

38,772,000 

31,671,000 

8,300,000 

665,000 

239,509.000 

220,214,000 

685,000 

Total iioiii r.iscs 4 4 1 

/ Sl4,lft?,OlKl 

/f 6 lV 40,000 

Tn^lal Service . . . • 

TeleRiai>LScivice . . • 

Telt Illume Service . 

Crown lainds . . 4 

Kervhits froiii I.a>-ins . 4 • 

Ui»qebancous . . . • 

/ 24 . 350 ,ooo 

3,350,000 

6,400,oco 

650,000 

8,056,000 

16,5*17,000 

^25,200,000 
3,500,000 
V 6,600,000 
690,000 
6,056,000 
52,149,000 

ToUl fiom Nnn-Tax Revenue » 

£ 59 ,m,«» 

;£94,195,000 

Total Kuv&ndk . . 


y: 707 i 3 .is,o°° 
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EXCHEQUER BALANCE SHEET (1917*18). 


Exchequer Balance, 31st March 1917 

Rbvknue . . 

Money raised under Ihe War Loan Acts, 1914-17— 
Treasury Bills ..... 

3 percent. Exchecjuci Bonds, 1930 

5 per cent. Exchequer Bonds, 1922 

6 per cent Exchequer Bonds, 1920 
War Savings Certificates 

4 per cent. War Loan, 19421 

5 per cent Wai Loan, 1947 * 

National War Bonds .... 
Other Debt , . , . . 


;£26,436 ,ooo 

707,235,000 

508,885,000 

12 , 021,000 

82,270,000 

48,000 

62,200,000 

1^,083,000 

614,215,000 

620^435,000 


^2,801,828,000 


Expehditiire. 

Advances ...... 

Depreciation Fund, 1917 

War Loans, etc., paid of under Finance Act, 1917 
War Expenditure, etc, paid of . . . 

Old Sinking Fund, 1908 . . . . 

Old Sinlang Fund, 1911 . . . . 

Old Sinldflg Fund, 1912 . ■ . 

Ways and Means Advances Refiaiil 
Exchequer Balance, 3iit March 1918 


j^2,696,231,000 
211,000 
34 , 58 oi«» 
22,916,000 
629,000 
^ 10,000 
^ 27,000 
‘949,000 

21,030,000 


.£2,801,828,000 
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RECENT CHANGES IN FINANCE 


1909 . Incoau Tax—The genual rate to be ts, id. In the 

gd. on “ earned incomet “ op to incomes of {,vko ; la on 
“earned incomes” from /aooo to {^ym. ^ 

A Supr tax of id. on incomes exceeding ;£sooo upon 
the excess over ;£3000. 

An exemption from income tax on {,10 for every child 
undu sixteen on incomes less than .fsoa 

A special relief to owners of land and houses in regard 
to eipendilore on the upkeep and improvement of thpir 
estates. 


Death Duties —The scale of graduation of the Estate 
Duty to be extended as follows 


On [,\Qo at I per cent. 
S«> .. 

» iiooo „3 

„ 5,000 „4 „ 

„ 10,000 „ 5 „ 

» 20.0® >.6 >. 

o 40,000 „ 7 „ 

„ 70,000 „8 „ 


On ;£ioa,ooo at 9 per cent 
„ 150,000 „io „ 

„ 200,000 „ It „ 

„ 400,000 „12 „ 

„ 600,000 „ 13 „ 

„ 800,000 „ 14 „ 

„ 1,000,060 „ 15 „ 


Settlement Estate Duty increased from i to 2 per cent 

The 3 per cent Ligacy and Succession Duty on 
collaterals to be raised to 5 pu cent, and the 5 per cent 
to 10 per cent.; the i per cent duty to be reimposed and 
extended to husbands and wives with certain lioitatians 
and exemptions. 

Gifts intlr vivos made within three years of death to 
pay duty if not less tlian j^loo, and unless made for 
charitable or public purposes. 

Btxinp Dntiea increased. On the transfer of teal pr^Orty 
of ,£500 and on leases the duly to be double^. 

On stocks and marketable securities the scale Of duty 
on contmei notes to be 6d. for £i io^ioo, is. &mnj£ftlB 
to ,£500, as. from ,£500 to .£1000, etc, up ia t.iiu^um. 
ofaos.forovK.£ao,ooa i 

i$s 





RECENT CHANGES IN FINANCE 


Ooftoau ud fizdaft.-»On spirits an additional duty of 
3». 9d. per gallon. To)>acco daiy increased ftwn p. to 
3S. M. per Ih. A new duty imposed on motor siurit, of 
. 3d. pet gallon, and a licence duty to be required, by 
manu&cturers £1, and by dealers 55 . 

The duty on Motor Cars to be increased by a scale 
based on horsc-iwwci, commcncinj; at 2 guineas for 6^ 
b.-p., and rising to 40 guineas at 60 h -p. 

DutiM on Liqtior Licences raised, and the system of 
a8!»es5ment changed. 

The Duty on Publitan^ licences to be otu hd£ and 
that on liffr-kouse JMences one third of the annual value 
of the premises, with a minimum m each case in pro* 
portion to the population of the licensing district 

For HoUb and Res(aw>wU the duty to be bi^ed on 
the ratio of their receipts from the sale of intoxicants 
to their total receipts. Cluh to pay a direct tax based 
upon the sales. 

Kano&ctaren’ Licences instead of a fixed duty to pay 
in propoition to the output on a scale 

Distilkrs.-^£Yi up to ytfoo gallons. 

£30 from 50,000 to Kxi^ooo gallons. 

A further j^io for every 35,000 gallons. 

Brewers efBeer,—£\ up to 100 barrels. 

£1 from too to 200 barrels, 

and J2S. extra for every additional 50 bajrels. 

WholtsaU dealers to pay an increased .duty on 
licences. 

For spirits a rise fiom £to to ;£i5, ] 5s. 

For beer an increase from £s, 3s. to ;^io, rds. 

Bond Imjffovttnent Aoconnt—The duties derived from 
iqplor iinrits and the addiUonal duties on motor 
cars in excess of the old duites to be devoted to the 
' tfflprorement of roads. 

flinUng Fanil for the redaction of National DeU to be 
. ■ reduced from ;^28,ooo,ooo to ^24,5oo,ooa 
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RECENT CHANGES IN FINANCE 


1910 . No change is taxaticm. 

1911 . Nc new taxation, but an addition to Budget. 

Out of the surplus a sum of 1,50(^000 wastallo' 
cated to the construction of Sanatoria for con¬ 
sumptives, and ;^2,356,766 was applied to the 
reduction of the Debt. 

Salaries of Members of I^iliament were author¬ 
ised at the rate of ^400 a year for memliers not 
holding any salaried public odice. I'he first pay¬ 
ment to be made on 1st September 1911. Estimated 
cost, ^250)000 pel annum. 

The import duty on cocoa modified so as to 
remove the possibility of protecium. 

Liquor Licence Duties slightly redu^. 

1912 . No change in taxation. 

Out of the surplus ;^i,ooo,ooo was applied to 
additional Dreadnoughts and /5 jOuo,ooo to reduction 
of Debt 

1913 . No change in taxation. 

1814 . Income Tax.—Free up (0 The general rate on 
earnedmonm to 

9d. in tlie I, on incomes not exceeding ^i|Ooo. 
loM. t, „ „ 1,500* 

IS. „ „ „ 2.000. 

is. 2d. „ » . » 2tSoo. 

, On unearned tnetmes-^ 
i^s. ip tlie £ on incomesexceeding ^^300. 
is. 2d. „ » » „ S®*’ 

IS. 3 ( 1 . „ „ exceeding 50a 

A Super tax of— 

5(1 on each £ of income in excess of ^2,Soo. 

7 d. t, „ ^ 3,500. 

9 d- « , « .. 4 * 500 . 

lid. „ „ „ 5,500. 

IS. id. „ ,, I, 6,500. 

18 . „ „ n 7,50a 

18 * 4 d- „ ,. ;. 8,50a 
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RECENT CHANGES tN FINANCE 


Eicemptiun from int ome tax of ^20 on each child 
under 16 yean> of age on incomes not exceeding ;^5oo. 

Extension of relief to owners of land>f dnd houses 
with regaiil to CNtpi'tidilure on upkeep and improve¬ 
ments (from jlfi to /12 on hou‘>cs). 

Death Duties.-'I he smle of latcs of Estate Duty to 
be on the value ol the estate, as follows - 


Ovii 

Not 

KiU. 

100 .iiid 

500 nt 

1/ 

500 „ 

1 ,CXX> ,, 

2 % 

1,000 „ 

5,000 „ 


5 ,ooi> .. 


A '/ 

10,000 ,, 

'o,fxx> „ 


30 ,'»UO „ 

40,0(10 


4 ’Vx« „ 

60.000 „ 

7 X 

6o,cxxj „ 

8o,<mo „ 

8% 

8o,0(io „ 

UKIjfXX) „ 

9 ?- 

lOOjOtO ,, 

ijOjinx) „ 

10/, 

150,000 „ 

200,000 „ 

nX 

200,000 

250,000 „ 

i.:X 

250,000 „ 

3 '> 3,000 „ 

J 3 X 

300,000 „ 

350.000 „ 

M'T 

35<\ooo „ 

400,000 „ 


400,cx)0 „ 

500,000 „ 

16X 

500,000 „ 

600,000 „ 

17X 

600,000 „ 

800,000 „ 

18X 

800,000 „ 

1,000,000 „ 


,000,000 


2d% 


National Deht-^The Sinking Fund fur reduction of 
the Debt to be leduced from ;£24,5oo,(X)0 to /23,5<iD,ooa 

April 1916.— Further increase of income tax. An elaborate 
scale from ^130 to ;^i,ooo,ooo, highly graduated for 
e^aed and unaarned hrom ^130 to ^3000, inaximum 5s., 
with suptr tax from ^3ooo*to ^1,000,000, from 377d. 
per I to 997d. per £. 


195 N t 



RECENT CHANGES IN FINANCE 


Table showing bow the E&limated Receipts in i9T9'2o from 
Revenue and from Borrowings to meet Capita) Expeudituie corn* 
pare with the corresponding Receipts in 1918-19. 


On IUms of Existing Iaxation. 



Receipts lu 
191S 19. 

Fstiinatc foi 
T(tl•^U(lO|| fCisis 
of CMSttttg 
'laxaltoii. 

Kitimalo fot 
jiijg 30 , more 

1 ()oi 

Itwn Rewpts 

111 1918-19, 

Customs . 

Excise 

1 

102,780,000 

L 

ii7,65o,(XX> 
}k>,900,000 

1 

+ I 4 , 87 o,cx» 
+ 21,460,000 


162,220,000 

i<>8,550/k)0 

4 3^1,330,000 

Estate, etc, Ouiics . 
Slani])«' 

Land'lax . 

House Duty 

Income-T,i\ (m«lud- 
mg Sui)ci-T.ix- 
Eveess Frohts Duty, 

etc. 

Land Value Duties . 

30,262,000 

12,438,000 

6jl-,uoo 

1,850,000 

291,186,000 
285,028,(AXJ 

6f)4,ono 

31,1100,000 

12,00»,0(X) 

600,000 

1,900,000 

354,000,000 

300,000,000 

500,000 

4 738,000 

— 438,000 

— 30,000 

4 50,000 

4 62,814,000 
4 14.972,000 

— 164,000 


622,058,C>fX) 

7oo,ouisOtx* 

4 77 , 94^,000 

KKOM TAXKS 1 

784,278,000 

898,550,000 

4114,272,000 

Postal Service 
Telegraph Servue 
Telephone bcujcc 

29400,000 

3,&)0,ooo 

^800,000 

30,000,000 

4,000,000 

7,000,000 

•f 600,000 

+ 300,000 

+ 200,000 

Crown, Lands . 
Receij^s from Stindty 
i. 04 ns,etc 
Miscellaneous . 

40,MX),000 

760,000 

11,680,000 

52,303*000 

41,000,000 

650,000 

9,750,000 

309,700,000 

H- 1,000,000 
110,000 

- 1,930*000 

+ 157 . 397*000 

Total Ksc'Mris i-rom 
Nok*Tax Rrvbnuk 

104,743,000 

261,100,000 

4 i< 6 , 357 ,ooo 

Total Revenue 

4 

889,021,000 

i,i 59 , 65 o>«» 

4270,629,000 

Berrrowings to meet] 
Expenditure choige- 
aide against Capital j 

556,000 

3,484,000 

4 2,928,000 
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RECENT CHANCES IN FINANCE 


ExcMs Profits Duty. 

It is proposed to renew the charts so as to cover accounting 
periods endiDg on or aftet tst Auj^ust 1919, the date fixed by the 
fasf Act, and to reduce the rale from 80 per tent, to 40 i»er cait 
as fiom 1st January jgu;. 

A corresponding reduction in the t.ite of Excess Miueral Rights 
Duty IS proposed. 

Death Dutiks. 

(1) Rifnt’ Duly ■ AUcrutum of Sro/i' (1919-?o). 

It is proposed to incn'ase the latCb of Estate Duly ])nyalde m 
respect of estates pm ceding ;ti5,ix)o ni value as shown m the 
following scale • — 


■“ 1 

1*1 imip.ll V.iliH- o| V slate 1 

I'iVSLilt k,lU‘ li 

l*io](c>‘t<l Kdt« 

Evccctling 

Nt>i 1 ci’iHimg 

t 

. 

1 

L 

IVi kvnt. ! 

iVi c«‘nu 

too 

5 ‘*-> 

1 

1 

51KI 

|,(l>,0 

! 

2 

1,000 

5,000 

\ 

3 

5 .o<» 

ID.OttO 

4 

4 

10,000 

15.01X) 

5 

5 

1^,000 

20,01x1 

5 

0 

20,000 

25,000 

u 

7 

25,000 

30,000 

6 

s 

30,000 

4n,vxio 

0 

9 

40,roo 

5o.fxin 

7 

10 

50,000 

1 (iO,iX>) 

7 

11 

6o,uin 

7 o,o(K‘ 

X 

13 

70,000 

(Xi,ixx> 

Xnixlo 

1 M 

90,000 

f 10,000 

0 and 10 

14 

f|o,noo 

»jll,000 

ID 

15 

130,000 

150,000 

10 

1(1 

150,010 

175,000 

II 

• '1 

175,1x10 

arx),ooo 

11 

iS 

200,000 

2>5,0(Xi 

12 • 

• 1‘> 

235,010 

250,000 

> 13 

30 

250,000 

300.000 

XI 


300,000 

35o.o(x) 

M 

• 2? 

3y>.000 

400, OlX) 

«5 


400,000 

450,000 

10 

?4 

450,000 

500,000 

ifi 

25 

5^.000 

toi,non 

«7 

20 

Gub.noo 

Sov,>,ooo 

IS 

27 

800,000 

1.000,000 

' IQ 

3 S 

1,000,000 

1,350,000 

20 

30 

1,250,000 

1,500,000 

20 

. 32 

1,500^100 

3 , 000,000 

20 

35 

2,000,000 

— 

20 

40 
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RECENT CHANGES IN FINANCE 


Table showing under the several Heads of Duty the Esti« 
tfATia) Rkvi-nuk fiom Customs and Excise m 1919-30, as 
•oinpareil with the Ai'I'ROximaik Rvomi-is in 191K-19. 



T018-T9 Rrcfijits 
(Appioxim.iii.). 

i(iio->3 Esti¬ 
mated Receipts 

Jt'STOMS 

£ 

£ 

SpUItb. 

5 . 57 'h‘Mo 

10,000,000 

Beet. 

— 

7o,oiX) 

Wine ... 

I, ^><>, 0(10 

1,250,000 

lea.. 


I4.2ni>,i>oo 

C oroa. 

2,40 ’,,1.10'» 

2,.•O' SlHjO 

Coffee anil Chi'my 

7li8,ouo 

680,000 

Suj'.'ir, etc. 

27,'my ,001' 

^8.t:i)0.o(X) 

Diied hniits 

281,ij**' 

5tx),ooo 

Toliaico 

4^,2 >7,0011 

46,850,000 

Mi'lm Spi'il 

3 ,I 5 ^,<XU 

2,170,000 

Cnicma I'llnis 

170,000 

200,000 

CtoLks anil WaUhe^ 

f/i4.IH.O 

6of),o(Jo 

Motor C«us and ( vil' " 

i9i,<«x> 

750 ,i->oo 

Musical Inslruineii* 

50,ooij 

250,000 

Mali hes 

^21.000 

700,0110 

Table Waters .... 

5,<xx> 

10,002 

Othci hems. ... 

—swoon 

70,000 

. 'J'ol.tl Customs 

102,780,000 

110,000,000 

Exersti 

£ 

£ 

Spiiits. 

18,683,000 

42,000,000 

Beer . . ... 

25421,000 

1 ,(^ 7 ,<XN) 

59,930.000 

Sugai, etc. 

I,QUO ,000 

Tobacco. 

60,0 <0 

50,000 

Motor .Spint. 

71,«K) 

_ 

Enteriaiiihients .... 

7 , 5 i 3 ,i«o 

8,o(x^ooo 

Matches .... 

1,707,U)0 

1,700,000 

Table Wateis ... 

'.58.1.000 

i,3;tt,ooo 

1,51^000 

Liqiipr Litenfes . 

2 ,(XX ),000 

Monopoly V«a 1 ues.... 

17,000 

20,000 

Motoi Caiand CaiuageLirenccs 

271,000 

750.000 

Motor Spirit Licences. 

379,000 


Other Licences . 

4i8,oix' 

450,000 

Railway Passenger Duty . 

3,000 


Medicines, i 1 a)iiig rCaids, 
Coffee Mixtures 

1,009,000 

1,000,000 

Othei Items. 

—40,000 

10,000 

Total Excise . « . . 

59.440,000 

ii8,5oo,i«o 

Total Custom.s anu Excisr 

163,230,000 

2^7,500.000 

iy8 










RECENT CHANGES IN FINANCE 


Table giving Final I’.alance Sheet, i<)ig- 2 a 


BtiTiM^TEU KBVKNUE, irA9-S0* 

c . c 

lurtOTOl . . 117,i»y3,000 

I*i(4>ose(l net 
aildition . r,3^0,000 

- 1 V), 0 Cll>, 0 f» 

ACi%* . . 8o,(/yo,ooo 

I’ki|) 0 S <<1 iiM 

aJiiiliuu . 3;,<k>o,uoo 

■ • ii8,(;n>i,(i(io 

9,17 iyo.txt- 

t Atp, etc., 



31 ,n'xi,oou 


l'i<i|iiivd net 

.ulditiou . 

9 , 5 (A),UUU 




33,^00,000 



ia,ixio,uw 

>iiil J'ax . 



Iwiw 1 )uty 


I,</A^OCJO 

nconw - Tax 

(inoltnlmf' 


Sutk r 'I ax) 


35^,000,000 

?vt« S'. Profits iMy, etc. . 

300,0(0,000 

^ud I'oiue Dutiex . 

500,000 


71^,500,000 


TiVTAL RkCIIIIS t'KOM 

Taxls 

. /^U^OflCY\OOti 

'^o&ul Set vice . 

. . 30,010,000 

relegiaiili Set vice 

. 4,000,orx) 

Fnlei^ioiii- Ser\ n't 

, , 7,000,000 


41,000,000 

'>own IaOikIs . 

. . 650,0(0 

•icceipts from 

Entity 

Loanfa. etc. . 

• • 9 . 7 i^» 0 (O 

VI»ct>))ancous . 

. . aog,7ix),uou 


Total Kkcrifts from 
N<jN-Tax Rlvknuk ;£a()T,100,000 


TOm mENUE £ 1 , 301 , 100,000 
DSFICIT . . 203 , 810,000 

£l,iSl,nO>000 


KsilAiATkD Kxi'kNnmiKE, X 9 i 9 > 3 a 

CokSOUriATLU IlUNLSLitVK'hS, 

National PrU .S«*j>ucs: 

4 

liibidc llir Fixed Debt 


rh.uije . . 

0 «t*ii{c til' Fixed IMa 

20 ,r.OO.UOO 

Chat go , . . 

;,f>,?00,000 


x(u.ouo.(>oo 

I'Ayniciii'. Id Local la\A- 


tidii All tiiinis, etc. 

'atLj.""' 

l^iid .Si-ub iiK'iit 

Ollwt < 'oiibolidatcd Fii'id 

5,uu>i,(wO 

Se-nicxs 

1,83:!,01 to 

Tol\i (’iiN’sdi n>.\irn 


j't'NU SFkvreisS 

Si’lTI.Y SKRVirKS. 


£ 

Army ..... 

287,cxx>,aoo 

Nasy. 

i4(s?<o,u(>o 

Airl'Oiw . 

(O.ipo.uoo 

i 


(^vll Set vice 445,8ut,ooo 
Sup]i 1 <‘mciitary 


I'^Uinulcb 6o,oai,(xx> 

50;,801,000 

Customs and Excim', 


Inland Kevenue l^ 
pnitmeots . 

e.W.ooo 

Post Ottici .SiTVK'ca . • • 

41.274.000 



TotalSui’I'LvSickvices 41,0511.315.000 


TOTAL E 3 CPENDI- 
IJPBE . . £ 1 . 884 . 910,000 


Honowm^ to rnei-t Exixti- 
dilute cliorgrable agaiukl 
CaiMtal . . . » j^3.48^.(iqo 


I'Apetuliluie chaigeabte 
iigeiu&t Capital , . 43.484,000 
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RECENT CHANGES IN FINANCE 


Table giving Balance Sheet, 1931-32, on existing Basis in the 
Form adopted m pievious years. 


KsilMATl-li KK>aNt*E, T 9 J(-i 2 . 

c 

Customs .... i2f\fliio,(Xjo 

Evisc . . . . H)A,aoo,cioo 

Ti>UlCfs*imsandr\ci''r 

Motia VeluLlc Dniic'.. ji,cwo,«o 

K&tute, etc., Duties . . 4>< 000,000 

St.inips . . . ai iioo,cr« 

Lsnd Ta\ Jiid 1 louse Duly 2. VJO,ouo 
Income - Titx (iiicludMig 
Supri-T.is and Mintial 
Rii;hlsDuly) . . . 410,500^000 

Excessl*nifilsDirty tie . t.’o.ooaoog 
Corporaiuw I'ioiits’l.\x . 3n,ooo,«x> 

TWii/ Inland h'mMue , 6^2,000,000 
Total RnrEn"i'S fnoM 


TAXLs . 

Postnl Srivice . 
TeJegiapli Set i irc 

Tekplioiie.Seimo 


/o(i4,ono,aoc> 

44,OUO,OH<l 

5,ouu,ouo 

ii',ou>,or)i> 


Tofa ! . ■ tji.'ooo.'Xio 

Crown Liinils . . . 650,000 

Rpcoipts iiom Smidiy 
Loans, <*tr.^ . . . w,000,000 

MisulUjicoiis— 

Chdmaiy Hec<*.|>ts . . 21,500,000 

Special Receipts . .* 1 s;‘',5oo,ooi> 

Total »RwKii'i.s pa^m 
Non-Tax RsvtNUL /jqs.fivM'O'' 


TOTAL BETENUE £l.216.6M,000 

Boitowingstn moot Ktixn- •' 
dituie ih.irgcable .igdinst 
Capital . . . . /to.47?.5o.i 


Estimatlo Kzpendituxe, 1921-32. 

CONSOUUATCU FuNDSuRVICPS. 

c 

hyiliimitl Ochl SovitfK— 

Insirle die FimJ IXbt 
('iuil'e , . 3} 500,000 

Outside the I'lxed DeU 
Clkuge • • . 500,000 


3l5,ooo,»«o 

RrMilFund. . . . 8,400,000 

['jyniciits to lyx’.il l.isa- 

bon AcTouiits, etc. . 11,115,000 

l.nnd 5^1111*01^111 . 5,000,000 

Otiur Coiisolid.iU'd I'uud 

Savices . . . 1,757,000 

PolAI. CiiNSfJUOAiriJ 

Fund StRvicxi /t7i ,272,000 


SUfPl.V SEKVIfBt. 

i 

Aimy..... ioA,r/>5,ooo 

N.ity.8a,479,<M)0 

An Poire .... 18, pi,000 

I'lVilStivi'i'S . . . 3?»,035.000 

(Customs and .wd 

Inland Kuvonne De- 
paitincnts . . . 14,701,000 

Post Office Sen KTS . . 67,165.000 

ToTalSui'Jrt \ SKRVHT.S /WA,456,000 


TOTAL EZFEHI)!' 

TtmtE . . 41,089,728,000 


1‘Apci iditiire chargeable 
against Capitffi . . jfTO,4?^,5<» 
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